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1 Docket No. 79346 

Rector and Davidson, petitioner 


v. 

Commissioner of Internal Revenue, respondent 

Appearances for Taxpayer: Eustis Mvres, Esq.; Richard B. Barker, 

Esq.; Wm. E. Gresham, Esq. For Commissioner: E. M. Woolf, 

Esq.; B. M. Brodsky, Esq.; R. E. Smith, Esq.; C. R. Marshall, Esq. 

Docket entries 

1935 

May 2—Petition received and filed. Taxpayer notified. (Fee 
paid.) 

“ 3—Copy of petition served on General Counsel. 

Jun. 28—Motion to dismiss filed by General Counsel. 

Jul. 2—Hearing set July 24, 1935 on motion. 

“ 22—Notice of appearance of Richard B. Barker as attorney for 
counsel filed by taxpayer. 

“ 22—Motion for continuance to Aug. 14, 1935 on motion, filed by 
taxpayer. 

“ 24—Motion granted. 

Aug. 9—Amended petition filed by taxpayer. 8/12/35 copy served. 

“ 14—Hearing had before Mr. Turner, Div. 8 on Commissioner’s 

motion to dismiss. Motion denied. Amended petition 
filed—usual time to answer. 

“ 14—Order denying Commissioner’s motion and Commissioner 

allowed usual time to answer or move entered. 

Sep. 6—Answer to amended petition filed by General Counsel. 

“ 10—Copv of answer served on taxpayer. 

1937 

Jul. 15—Motion for circuit hearing at Dallas filed by General 
Counsel. 

“ 19—Hearing set August 11,1937 on motion. 

Aug. 11—Hearing had before Mr. Miller on motion of respondent 
to place on circuit calendar at Dallas, Texas. Granted. 

“ 11—Motion for Dallas, Texas circuit calendar hearing granted. 

Dec. S—Hearing set Feb. 21, 193S at Dallas, Texas. 

1938 

Feb. 23—Hearing had before Mr. Tyson on merits. On motion of 
counsel to consolidate with Docket S4517 granted. Mo¬ 
tion to file amended petition filed. Copy served. Ap¬ 
pearance of Willis E. Gresham filed. Petitioner’s brief 
due 4/2/38—respondent’s due 4/2/38. No reply. Called 
2/21/3S. 

Mar. 23—Transcript of hearing of Feb. 23, 1938 filed. 

Apr. 19—Motion for leave to file the attached brief, brief lodged, 
filed by General Counsel. 4/20/38 granted. 

“ 25—Motion for leave to file the attached brief, brief lodged, 

filed by taxpayer. 4/26/3S granted. 4/26/3S copy 
served. 
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Nov. 28—Order that objections are sustained and petitioner is granted 
an exception to such ruling entered. 

“ 29—Memorandum opinion rendered, John A. Tyson, Div. 1. 
Decision will be entered for the petitioner. 

“ 29—Decision entered, John A. Tvson, Div. 1. 

2 1939 

Feb. i 10—Petition for review by U. S. Circuit Court of Appeals (5) 
with assignments of error filed by General Counsel. 

“ 24—Proof of service of petition for review filed—5th Circuit. 
Five—Gresham, Webb, Davidson, Rector & Myers. 

“ 10—Petition for review by U. S. Court of Appeals of D. C. with 
assignments of error filed by General Counsel. 

“ 24—Proof of Service filed by General Counsel. (D. C.) Four— 
Gresham, Webb, Davidson, and Rector. 

“ 24—Affidavit of service filed by General Counsel. (D. C.) 
Eustis My res. 

Mar. 17—Motion for extension of time to May 26, 1939, to complete 
and transmit record filed by General Counsel. (D. C.) 

“ 17—Order enlarging time to May 26, 1939, to prepare and trans¬ 

mit record entered. (D. C.) 

“ 22—Copy of order from the 5th Circuit enlarging the time to 
May 26, 1939, for preparation, transmission, and delivery 
of record filed. 5th Circuit. 

May 3—Statement of evidence lodged. 5th Circuit. 

“ 3—Statement of evidence lodged. D. C. 

' “ 3—Praecipe filed by General Counsel. 5th Circuit. 

“ 3—Praecipe filed by General Counsel. D. C. 

“ 11—Notice of lodgment of statement of evidence and of hearing 

5/17/39 for approval of statement filed by General Coun¬ 
sel. 5th Circuit. 

“ 11—Notice of lodgment of statement of evidence and of hearing 

5/17/39 for approval of statement filed by General 
Counsel. D. C. 

“ 15—Proof of service of praecipe filed bv General Counsel. 

D. C. (2). 

“ 15—Proof of service of praecipe filed by General Counsel. 5th 
Circuit. 

“ 17—Hearing had before Mr. Smith on approval of statement of 

evidence. Continued to May 24, 1939, on motion of 
respondent. 

“ 17—Order of continuance to the Washington, D. C., calendar of 

5/24/39 for approval of statement of evidence entered. 

“ IS—Motion for extension to 6/26/39 to prepare and transmit 
record filed by General Counsel. (D. C.) 

“ IS—Order enlarging time to June 26, 1939, to prepare and trans¬ 
mit record entered. (D. C.) 

“ 22—Certified copy of order from the 5th Circuit extending the 
time to June 26, 1939, for preparation, transmission, and 
delivery of record filed. 

“ 24—Hearing had before Mr. Murdock on approval of statement 
of evidence. Continued to May 31, 1939, on motion of 
Commissioner. 

“ 24—Order of continuance to the Washington, D. C., calendar of 
5/31/39 for approval of statement of evidence entered. 
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May 31—Hearing had before Mr. Tyson on approval of statement of 
evidence. Taken under advisement. 

Jun. 1—Statement of evidence approved and ordered filed. 5th 
Circuit. 

1—Statement of evidence approved and ordered filed. D. C. 
3 Docket No. S4517 

Rector and Davidson, petitioner 


v. 

Commissioner of Internal Revenue, respondent 

Appearances for taxpayer: Eustis Myres, Esc}.; Willis E. Gres¬ 
ham, Esq. For Comm’r.; B. M. Brodsky, Esq.; Ralph E. Smith, 
Esq.; C. R. Marshall, Esq. 


Docket entries 

1936 

May 20—Petition received and filed. Taxpayer notified. (Fee 
paid.) 

“ 21—Copy of petition served on General Counsel. 

Jun. 30—Answer filed by General Counsel. 

Jul. 1—Copv of answer served on taxpayer. 

1937 

Jul. 15—Motion for circuit hearing at Dallas filed by General 
Counsel. 

“ 19—Hearing set August 11, 1937 on motion. 

Aug. 11—Hearing had before Mr. Miller on motion of respondent to 
place on circuit calendar at Dallas, Texas. Granted. 

“ 11—Motion for circuit hearing in Dallas, Texas granted. 

Dec. S—Hearing set Feb. 21, 1938 at Dallas, Texas. 

1938 

Feb. 23—Hearing had before Mr. Tyson on merits. Submitted. 

Motion to consolidate dockets 79346 and 84517 granted. 
Motion to file amended petition filed—copy served. 
Appearance of Willis E. Gresham filed. Briefs due 
April 2, 193S—no reply. Called 2/21/38. 

Mar. 23—Transcript of hearing of Feb. 23, 1938 filed. 

Apr. 19—Motion for leave to file the attached brief, brief lodged, 
filed by General Counsel. 4/20/3$ granted. 

“ 25—Motion for leave to file the attached brief, brief lodged, 
filed by taxpayer. 4/26/38 granted. 

“ 26—Copy of motion and brief served on General Counsel. 

Nov. 28—Order that objections be sustained and petitioner is granted 
an exception to such ruling entered. 

“ 29—Memorandum opinion rendered, John A. Tyson, Div. 1. 

Decision will be entered for the petitioner. 

“ 29—Decision entered, John A. Tvson, Div. 1. 

1939 

Feb. 10—Petition for review by U. S. Circuit Court of Appeals (5) 
with assignments of error filed by General Counsel. 

“ 24—Proof of service of petition for review filed—5th Circuit. 
Five—Gresham, Webb, Davidson, Rector & Myres. 
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Feb. 10—Petition for review by U. S. Court of Appeals of D. C. 
with assignments of error filed by General Counsel. 

“ 24—Proof of service filed by General Counsel. (D. C.) Four— 

; Gresham, Webb, Davidson & Rector. 

“ 24—Affidavit of service filed by General Counsel. (D. C.) 
Eustis Myres. 

4 Mar. 17—Motion for extension of time to May 26, 1939, to 

complete and transmit record filed by General 
Council. (D. C.) 

“ 17—Order enlarging time to May 26, 1939, to complete and 
transmit record entered. (D. C.) 

“ 22—Certified copy of order from the 5 th Circuit enlarging the 
time to May 26, 1939, for preparation, transmission and 
delivery of record filed. 5th Circuit. 

May 3—Statement of evidence lodged. 5th Circuit. 

j‘ 3—Praecipe filed by General Counsel. 5th Circuit. 

“ 3—Statement of evidence lodged. (D. C.) 

y 3—Praecipe filed by General Counsel. (D. C.) 

V 11—Notice of lodgment of statement of evidence and for hearing 
5/17/39 for approval of statement filed by General 
Counsel. (D. C.) 

“ 11—Notice of lodgment of statement of evidence and for hearing 

5/17/39 for approval of statement filed by General 
Counsel. 5th Ct. 

“ 15—Proof of service of praecipe filed by General Counsel. (2) 

D. C. 

“ 15—Proof of service of praecipe filed by General Counsel. (2) 

5th Ct. 

“ 17—Hearing had before Mr. Smith on approval of statement of 
evidence. Continued to May 24, 1939, on motion of re¬ 
spondent. 

“ 17—Order of continuance to the Washington, D. C. calendar of 
May 24, 1939, for approval of statement of evidence 
entered. 

tf \ 18—Motion for extension to June 26, 1939, to prepare and trans¬ 
mit record filed by General Counsel. (D. C.) 

“ IS—Order enlarging time to June 26,1939, to prepare and trans¬ 
mit record entered. (D. C.) 

“ 22—Certified copy of order from the 5th Circuit extending the 
time to June 26, 1939, for preparation and transmission 
and delivery of record filed. 5th Circuit. 

“ 24—Hearing had before Mr. Murdock on approval of statement 
of evidence. Continued to May 31, 1939, on motion of 
Commissioner. 

“ 24—Order of continuance to the Washington, D. C. calendar of 
5/31/39 for approval of statement of evidence entered. 

“ 31—Hearing had before Mr. Tyson on approval of statement of 
evidence. Held C. A. V. 

Jun t 1—Statement of evidence approved and ordered filed. (5th 
Circuit.) 

“ 1—Statement of evidence approved and ordered filed. (D. C.) 
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5 United States Board of Tax Appeals 

Docket No. 79346 

Rector & Davidson, petitioner 
v. 

Commissioner of Internal Revenue, respondent 

Petition 

Petitioners show: 

First: The petitioners are trustees of Rector & Davidson, whose 
address is 638 West Sixth Avenue, Corsicana, Texas. 

Second: The notice of deficiency (copy of which is attached hereto 
and marked Exhibit A) was mailed to the petitioners on February 27, 
1935. 

Third: The taxes in controversy are income taxes for the calendar 
year 1932 and the amount in dispute is $1,256.34. 

Fourth: The respondent erred in holding the trust or partnership 
to be an association and taxable as a corporation for the calendar 
year 1932. 

Fifth: Further facts upon which the petitioners rely are: 

1. In 1931, O. M. Rector, Robert Davidson, Charles Hagins, and 

J. R. Webb, of Corsicana, Texas, and Harold M. Davidson, of 

6 Three Rivers, Texas, entered into a partnership agreement to 
purchase a two and five-eighth acre lease in the R. E. Winn 

Survey in Rusk County, Texas. 

2. A trust instrument was drawn up by which the property was to 
be handled and the proceeds of the oil*runs from the wells on the 
property were to be distributed to the partners and those holding 
assignments of one-fiftieth (% 0 ) each of seven-eighths (%) of the 
oil produced under the original lease. 

3. Such assignments represented specific interests in the certain 
oil and gas lease, as distinguished from certificates in a trust or syn¬ 
dicate. Each assignment represented an actual one-fiftieth (V&o) part 
of the oil and gas in place. 

4. The provisions of the trust limited its activity to collecting oil 
runs from the one lease covered in the trust. It was further pro¬ 
vided that no other properties could be purchased to become a part 
of the venture. Under these provisions, when all of the oil on the 
lease had been extracted, there would be no further activity and it 
would terminate. 

5. The trust provided that all of the proceeds of the oil runs less 
necessary expenses should be distributed. It was not possible to with¬ 
hold or reserve any of the income for the benefit of the trust. 

6. In the partnership return filed by Rector & Davidson for the 
calendar year 1932, the distribution of the income was set up, show¬ 
ing the amount to which each assignee was entitled and the 

7 amount actually paid to each. In both cases the amounts were 
identical. 

7. Under the provisions of the trust and the actual activity, the 
petitioners do not come within the definition of an association and are 
entitled to be taxed as a partnership or a trust. 
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8. Before filing the partnership return for Rector & Davidson, the 
petitioners consulted the Collector of Internal Revenue at Dallas as 
to what was proper return to make. Before the return was filed they 
presented it to the Collector and it was accepted as correct. 

Wherefore, the petitioners request that this Board accord them a 
hearing in the premises and render judgment correcting the error of 
the respondent and grant such other relief as may be determined. 

Eustis Mykes, 

Eustis Myres, 

Republic Bank Building , Dallas, Texas. 

8 AFFIDAVIT 

State of Texas, County of Navarro: 

O. M. Rector, being duly sworn, says that as trustee of the part¬ 
nership of Rector & Davidson, the petitioners in this proceeding, that 
he has read the petition and that the allegations of fact contained 
therein are true to the best of his information, knowledge and belief. 

O. M. Rector. 

Subscribed and sworn to before me, this 26th day of April. A. D.. 
1935. 

[seal] Robert Davidson, 

Notary Public in and for Navarro County, Texas. 

[Copy] 

Treasury Department. 

Washington . February 27, 1035. 

Rector and Davidson, 

038 West Sixth Avenue, Corsicana , Texas. 

Sirs: You are advised that the determination of your income-tax 
liability for the year(s) 1932, discloses a deficiency of $1,256.34, as 
shown in the statement attached. 

In accordance with section 272 (a) of the Revenue Act of 1932, 
as amended by section 501 of the Revenue Act of 1934, notice is 
hereby given of the deficiency mentioned. Within ninety days (not 
counting Sunday or a legal holiday in the District of Columbia as 
the ninetieth day) from the date of the mailing of this letter, you 
may file a petition with the United States Board of Tax Appeals for 
a redetermination of the deficiency. 

Should you not desire to file a petition, you are requested to execute 
the enclosed form and forward it to the Commissioner of Internal 
Revenue, Washington. D. C., for the attention of IT:C:P-7. The 
signing and filing of this form will expedite the closing of return(s) 
by permitting an early assessment of the deficiency and will prevent 
the accumulation of interest, since the interest period terminates 
thirtv days after filing the form, or on the date assessment is made, 
whichever is earlier. 

Respectfully . Guy T. Helvering. 

C ommissioner. 

i By (Signed) Chas. T. Russell. 

Enclosures: Deputy Commissioner. 

Statement. 

Form 870. 
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10 Statement 

IT: AR: E-4. 

DRR-90D. 

In re: Rector and Davidson, 638 West Sixth Avenue, 

Corsicana, Texas 

INCOME-TAX LIABILITY 

Year 1032; income-tax liability, $1,256.34; income tax assessed, 
none; deficiency, $1,256.34. 

Due to the fact that the expiration of the statute of limitations 
will presently bar any assessment of additional tax against you for 
the year 1932, the Income Tax Unit will be unable to afford you an 
opportunity to protest this determination or to be accorded a hearing 
prior to the mailing of this statutory notice of deficiency. 

Careful consideration has been accorded your protest dated No¬ 
vember 26. 1934, in connection with the findings of the examining 
officer, and the report of the conference held subsequent to filing of 
your protest. 


Net income as disclosed by return filed_$15, 214.19 

Loss: 

1. Allowable depletion_$5. 200.91 

2. Allowable depreciation_ 776.26 

- 6.077.17 


Adjusted net income. 


$9,137.02 


EXPLANATION OF ITEMS DEDUCTED 

1. Under section 114 (b) (3) of the Revenue Act of 1932, depletion 
at 27^% is allowed on gross income from oil sales of $19,276.06 
during the taxable year. 

2. Depreciation is allowed at the rate of 10 per cent on the cost 
of equipment installed in 1931, in amount of $7,762.61. 

COMPUTATION OF TAX 


Net income as adjusted-$9,137.02 

Income tax at 13%%- 1,256.34 

Income tax assessed_ None 


Deficiency_ $1,256.34 


11 You are advised that this office holds that the nature of your 
organization, the method of its operation, and the business 
carried on by it during the taxable year, fully determine that it should 
be classed as an association and taxed as a corporation. In this 
connection your attention is directed to General Counsel Memoran¬ 
dum #12605, Internal Revenue Bulletin, Volume XIII, No. 10, 
Page 5. 
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12 United States Board of Tax Appeals 

Docket No. 79346 

Rector & Davidson, petitioner 

v. 

Commissioner of Internal Revenue, respondent 
Amended 'petition 

Petitioners show: 

First: The petitioners are partners of Rector & Davidson, whose 
address is 638 West Sixth Avenue, Corsicana, Texas. 

Second: The notice of deficiency (copy of which is attached hereto 
and marked Exhibit A) was mailed to the petitioners on February 
27,1935. 

Third: The taxes in controversy are income taxes for the calendar 
year 1932, and the amount in dispute is $1,256.34. 

Fourth: The respondent erred in holding the trust or partnership 
to be an association and taxable as a corporation for the calendar 
year 1932. 

Fifth: Further facts upon which the petitioners reply are: 

13 1. In 1931. O. M. Rector, Robert Davidson, Charles Hagins, 
and J. R. Webb, of Corsicana, Texas, entered into a partner¬ 
ship agreement to purchase a two and five-eighth acre lease in the 
R. E. Winn Survey in Rush County, Texas. 

2. A trust instrument was drawn up by which the property was 
to be handled and the proceeds of the oil runs from the wells on the 
property were to be distributed to the partners and those holding 
assignments of one-three hundred and sixtieth (1/360) each of 
seven-eighths (%) of the oil produced under the original lease. 

3. Such assignments represented specific interests in the certain 
oil and gas lease, as distinguished from certificate in a trust or syndi¬ 
cate. Each assignment represented an actual one-three hundred and 
sixtieth (1/360) part of the oil and gas in place. 

4. The provisions of the trust limited its activity to collecting oil 
runs from the one lease covered in the trust. It was further pro¬ 
vided that no other properties could be purchased to become a part 
of the venture. Under these provisions, when all of the oil on the 
lease had been extracted, there would be no further activity and it 

would terminate. 

14 5. The trust provided that all of the proceeds of the oil 
i runs less necessary expenses should be distributed. It was 

not possible to withhold or reserve any of the income for the benefit 
of the trust. 

6. In the partnership return filed by Rector & Davidson for the 
calendar year 1932, the distribution of the income was set up, showing 
the amount to which each assignee was entitled and the amount 
actually paid to each. In both cases the amounts were identical. 
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7. Under the provisions of the trust and the actual activity, the 
petitioners do not come within the definition of an association and 
are entitled to be taxes as a partnership or a trust. 

8. Before filing the partnership return for Rector & Davidson, 
the petitioners consulted the Collector of Internal Revenue at Dallas 
as to what was proper return to make. Before the return was filed 
they presented it to the Collector, and it was accepted as correct. 

"VVherefore, the petitioners request that this Board accord them a 
hearing in the premises and render judgment correcting the error of 
the respondent and grant such other relief as may be determined. 

Eustis Myres, 

Eustis Myres, 

Republic Bank Building , Dallas , Texas. 

15 AFFIDAVIT 

State of Texas, 

County of Navarro , ss: 

O. M. Rector, being duly sworn, says that he is one of the partners 
of Rector & Davidson, the petitioners above named; that he has read 
the foregoing petition, or had the same read to him, and is familiar 
with the statements contained therein, and that the facts stated are 
true, except as to those facts stated to be upon information and belief, 
and those facts he believes to be true. 

O. M. Rector. 

O. M. Rector. 

Subscribed and sworn to before me this 1st day of Aug. 1935. 

[seal] Thelma McNutt, 

Notary Public , Navarro Co., Texas. 

16 affidavit 

State of Texas, 

County of Navarro , ss.: 

J. R. Webb, being duly sworn, says that he is one of the partners 
of Rector & Davidson, the petitioners above named; that he has read 
the foregoing petition, or had same read to him, and is familiar with 
the statements contained therein, and that the facts stated are true, 
except as to those facts stated to be upon information and belief, and 
those facts he believes to be true. 

J. R. Webb. 

J. R. Webb. 

Subscribed and sworn to before me this 31st day of July 1935. 
[seal] Thelma McNutt, 

Notary Public , Navarro Co ., Texas. 

17 affidavit 

State of Texas, 

County of Navarro, ss.: 

Robert Davidson, being duly sworn, says that he was one of the 
partners of Rector & Davidson, the petitioners above named; that he 
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has read the foregoing petition, or had the same read to him, and is 
familiar with the statements contained therein, and that the facts 
stated are true, except as to those facts stated to be upon information 
and belief, and those facts he believes to be true. 

Robert Davidson - . 
Robert Davidson. 

Subscribed and sworn to before me this 31st day of July 1935. 
[seal] Thelma McNutt, 

Notary Public, Navarro Co., Texas. 

18 United States Board of Tax Appeals 

Docket No. 79346 

Rector and Davidson, petitioner 


v. 

Commissioner of Internal Revenue, respondent 

Ansicer to amended petition 

The Commissioner of Internal Revenue by his attorney, Robert H. 
Jackson, Assistant General Counsel, Bureau of Internal Revenue, for 
answer to the amended petition filed in the above-entitled cause, ad¬ 
mits and denies as follows: 

First: Admits that the petitioners’ address is 638 West Sixth Ave¬ 
nue, Corsicana, Texas, and denies the remainder of the First Para¬ 
graph of the amended petition. 

Second and Third: Admits the allegations in the Second and Third 
Paragraphs of the amended petition. 

Fourth: Denies that the Commissioner erred as alleged in the Fourth 
Paragraph of the amended petition. 

Fifth: 1, 2, and 3. Denies the allegations in Subparagraphs 1, 2, 
and 3 of the Fifth Paragraph of the amended petition. 

4, 5, and 6. For lack of sufficient information upon which to form 
a belief, denies the allegations in Subparagraphs 4, 5, and 6, of the 
Fifth Paragraph of the amended petition. 

7. Denies the allegations in Subparagraph 7 of the Fifth Para¬ 
graph of the amended petition. 

19 i 8. For lack of sufficient information upon which to form a 
belief, denies the allegations in Subparagraph 8 of the Fifth 
Paragraph of the amended petition. 

Denies generally and specifically each and every allegation con¬ 
tained in the amended petition not hereinbefore expressly admitted, 
qualified, or denied. 
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Wherefore, it is prayed that the petitioners’ appeal be denied and 
that the Commissioner’s determination of deficiency be approved. 

(Signed) Robert H. Jackson, 

Robert H. Jackson, 

Assistant General Counsel 
for the Bureau of Internal Revenue. 

Of Counsel: 

R. N. McMillan, 

E. M. Woolf, 

Special Attorneys , 

Bureau of Internal Revenue. 

EMW/MEF. 

9-4-35. 


20 United States Board of Tax Appeals 

Docket No. 84517 

Rector & Davidson, petitioner 

vs. 

Commissioner of Internal Revenue, respondent 

Petition 


Petitioners show: 

First: The petitioners are partners of Rector & Davidson, whose 
address is 638 West Sixth Avenue, Corsicana, Texas. 

Second: The notice of deficiency (copy of which is attached hereto 
and marked Exhibit A) was mailed to the petitioners on February 
24, 1936. 

Third: The taxes in controversy are income taxes for the calendar 
year 1935 in the amount of $1,043.49 and excess profits tax in the 
amount of $379.45: and for the calendar year 1934 income taxes in the 
amount of $2,087.85 and excess profits tax in the amount of $759.22. 

Fourth: The respondent erred in holding the trust or partnership 
to be an association and taxable as a corporation for the calendar years 
1933 and 1934. 

21 Fifth: The respondent erred in holding the cost of Well No. 

2 to be a capital expenditure in the amount of $6,025.00 under 
the classification of a “turnkey contract.” 

Sixth: Further facts upon which the petitioners rely are: 

1. In 1931, O. M. Rector, Robert Davidson, Charles Hagins, and 
J. R. Webb, of Corsicana. Texas, entered into a partnership agree¬ 
ment to purchase a two and five-eighth acre lease in the R. E. Winn 
Survey in Rusk County, Texas. 

2. A trust instrument was drawn up by which the property was to 
be handled and the proceeds of the oil runs from the wells on the 
property were to be distributed to the partners and those holding 
assignments of one three hundred and sixtieth (l/360th) each of 
seven-eighths (%ths) of the oil produced under the original lease. 

3. Such assignments represented specific interests in the certain oil 


i 
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and gas lease, as distinguished from certificate in a trust or syndi¬ 
cate. Each assignment represented an actual one three hundred and 
sixtieth (1/360) part of the oil and gas in place. 

22 4. The provisions of the trust limited its activitity to collect¬ 
ing oil runs from the one lease covered in the trust. It was fur¬ 
ther provided that no other properties could be purchased to become a 
part of the venture. Under these provisions, when all of the oil on 
the l^ase had been extracted, there would be no further activity and it 
would terminate. 

5. The trust provided that all of the proceeds of the oil runs less 
necessary expenses should be distributed. It was not possible to 
withhold or reserve any of the income for the benefit of the trust. 

6. In the partnership return filed by Rector & Davidson for the 
calendar years 1933 and 1934, the distribution of the income was set 
up. showing the amount to which each assignee was entitled and the 
amount actually paid to each. In both cases the amounts were iden¬ 
tical. 

7. Under the provisions of the trust and the actual activity, the 
petitioners do not come within the definition of an association and are 
entitled to be taxed as a partnership or a trust. 

Before filing the partnership return for Rector & Davidson, the 
petitioners consulted the Collector .of Internal Revenue at Dallas as 
to what was the proper return to make. Before the return was filed, 
they presented it to the Collector and it was accepted as 
correct, 

23 9. The agreement with the drilling contractor was for the 
drilling of a well so many feet dee]) and the petitioners insist 

upon their right to elect under these circumstances to charge to drill¬ 
ing expenses in the year 1933 the amount paid to the contractor. 

Wherefore, the petitioners request that this Board accord them a 
hearing in the premises and render judgment correcting error of the 
respondent and grant such other relief as may be determined. 

Ersns Myers, 

' Republic Bank Building , Dallas, Texas. 

24 AFFIDAVIT 
State of Texas. 

County of -. ss. 

O. M. Rector, being duly sworn, says that he is one of the partners 
of Rector & Davidson, the petitioners above named; that he has read 
the foregoing petition; or had the same read to him, and is familiar 
with the statements contained therein, and that the facts stated are 
true, except as to those facts stated to be upon information and belief, 
and those facts he believes to be true. 

O. M. Rector. 

0. M. Rector. 

Subscribed and sworn to before me this 18th day of May 1936. 

[seal] ^ Thelma McNutt. 

Notary Public. Navarro County . Texas. 
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25 AFFIDAVIT 

State of Texas, 

County of -, ss: 

Robert Davidson, being duly sworn, says that he is one of the 
partners of Rector & Davidson, the petitioners above named; that 
he has read the foregoing petition, or had the same read to him, and 
is familiar with the statements contained therein, and that the facts 
stated are true, except as to those facts stated to be upon information 
and belief, and those facts he believes to be true. 

Robert Davidson. 

Robert Davidson. 

Subscribed and sworn to before me this 18th day of May 1936. 

[seal] Thelma McNutt, 

Notary Public, Navarro County , Texas, 

26 affidavit 

State of Texas, 

County of -, ss: 

J. R. Webb, being duly sworn, says that he is one of the partners 
of Rector & Davidson, the petitioners above named; that he has read 
the foregoing petition, or had same read to him, and is familiar with 
the statements contained therein, and that the facts stated are true, 
except as to those facts stated to be upon information and belief, and 
those facts he believes to be true. 

J. R. Webb. 

J. R. Webb. 

Subscribed and sworn to before me this 18th day of May 1936. 

[seal] Thelma McNutt, 

Notary Public, Navarro County, Texas. 

27 February 24, 1936. 
IT: AR: E-4. 

CCH-90D. 

Rector & Davidson, 

Corsicana , Texas. 

Sirs: You are advised that the determination of your income-tax 
liability for the taxable years 1933 and 1934 discloses a deficiency 
of $3,131.34 and that the determination of your excess-profits-tax 
liability for the year mentioned discloses a deficiency of $1,138.67, as 
shown in the statement attached. 

In accordance with section 272 (a) of the Revenue Act of 1932, 
as amended by section 501 of the Revenue Act of 1934 and section 
272 (a) of the Revenue Act of 1934, notice is hereby given of the 
deficiencies mentioned. Within ninety days (not counting Sunday 
or a legal holiday in the District of Columbia as the ninetieth day) 
from the date of the mailing of this letter, you may file a petition with 
the United States Board of Tax Appeals for a redetermination of 
the deficiencies above stated. 

Should you not desire to file a petition, you are requested to execute 
the enclosed form and forward it to the Commissioner of Internal 
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Revenue, Washington, D. C., for the attention of IT: C: P-7. The 
signing and filing of this form will expedite the closing of your 
returns by permitting an early assessment of the deficiencies, and 
will prevent the accumulation of interest, since the interest period 
terminates thirty days after filing the form, or on the date assessment 
is made, whichever is earlier. 

Respectfully. 

Gut T. Helvering, 

Commissioner. 

i By (S) Chas. T. Russell, 

Deputy Commissioner. 

Enclosures: 

Statement. 

Form 870. 

28 Statement 

IT: AR: E-4. 

CCH-90D. 

i In re: Rector *£ Davidson, Corsicana, Texas 


TAX LIABILITY FOR TAXABLE YEAR 1033 



Liability 

Assessed 

Deficiency 

Income tax. 

$1,043.49 

None 

$1,043.4<> 
379.45 

Excess-profits tax. 

379.45 

None 



TAX LIABILITY FOR TAXABLE YEAR 1034 


1 

Liability 

! Assessed 

Deficiency 

Income ta,x. 

$2.087.85 

None 

$2,087.85 

759.22 

Excess-profits tax. 

759.22 

None 



The deficiency shown herein is based upon the report dated October 
22, 1935 prepared by Revenue Agent B. B. Pearson, a copy of which 
was transmitted to you, and upon such adjustment as are shown in 
the attached schedules. 

You are advised that this office holds that the nature of your organ¬ 
ization, the method of its operation and the business carried on by it 
during the taxable years, fully determines that it should be classed as 
an association and taxed as a corporation. In this connection your 
attention is directed to General Counsel Memorandum 12G05, Cumu¬ 
lative Bulletin June 1934, Page 166. 

1933 


Net Income disclosed by return. 
Add: 

1. Well 2 cost- 

2. Permit It. It. Com. 2 well 


... $9.936.21 

$6,023. 00 
250. 00 

- 6,275.00 


$1G, 231.21 
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Deduct: 

3. Assessment unitholders_.$3,264.00 

4. Depreciation_ 776. 26 

5. Depletion_ 4,601.96 

- $S, 642. 22 

Net income adjusted_ $7,588.99 

29 EXPLANATION OF CHANGES 

1. This item represents a capital expenditure and therefore is not 
an allowable deduction. (Court Decision 690, C. B. June 1933, page 
247. 

2. This item does not constitute an ordinary and necessary expense 
of business but it is a part of the cost of the well. 

3. This item represents amounts paid by unitholders to help defray 
the cost of #2 well. This constitutes an additional cost of the units 
and is not income. 

4 and 5. See Schedules attached. 

COMPUTATION OF TAX 

Net Income, taxable at 13%%_ $7,5S8. 99 

Corrected income tax liability- $1,043.49 

Income tax assessed_ None 

Deficiency in income tax- $1,043.49 

Net income for excess-profits tax computation_ $7.5SS. 99 

No capital stock tax return filed for year ended 1933_ None 

Amount subject to excess-profits tax___ $7, 588. 99 

Excess-profits tax, 5% of $7,5S8.99- $379.45 

Excess-profits tax assessed- None 

Deficiency in excess-profits tax- $379. 45 

1934 

Net. income as disclosed by return-$19,754.10 

Add: 

1. Well cost #2____ 4,321.34 

$24, 075.44 

Deduct: 

2. Depreciation_$1, 329 . 40 

3. Depletion- 7,561.65 

- 8, 891. 05 

Net income adjusted-$15,184.39 

30 EXPLANATION OF CHANGES 

1. This item represents a capital expenditure and therefore is not 
an allowable deduction. (J. K. Hughes Oil Co. vs. Bass, 62 Fed. (2nd) 
176—C. B., June 1933, page 247.) 

2 and 3. See Schedules attached. 


155901—39- > 
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computation of tax 

Net Income, taxable at 13% r /' r ---$15,1S9.39 

Corrected income tax liability_ 2,087.85 

Income tax assessed_i- None 

Deficiency in income tax- $2,0S7. 85 

Net income for excess-profits tax computation_$15,1S9. 39 

No capital stock tax return filed for 1934- None 

Amount subject to excess-profits tax_$15.189.39 

Excess-profits tax. 4% of $15,189.39_ $759.22 

Excess-profits tax assessed_ None 

Deficiency In excess-profits tax_ $759.22 


Due to the fact that the expiration of the period provided in the 
statute of limitations will presently bar any assessment of additional 
tax on the return filed for the year 1933, the Income Tax Unit will be 
unable to afford you an opportunity to protest this determination or to 
be accorded a hearing prior to the mailing of this statutory notice of 
deficiency. 

A copy of this letter, together with a copy of the statement and 
schedules has been mailed to your representative Mr. Eustis Myres, 
904 Republic Bank Building, Dallas. Texas, in accordance with the 
authority conferred upon him in the power of attorney executed by 
you and on file with the Bureau. 

CCH/JH-1. 

DEPRECIATION schedule 
YEAR 1933 

Gross receipts from oil and gas-$16,734.42 

Less expenses: 

Salaries and labor__— $2.081. 00 

Taxes..... 624.30 

Miscellaneous___1. 061.91 

Depreciation_ 776.26 

- 4,543.47 


Net income before depletion_ 

509f of net income before depletion 

27 V- 2 c /c of gross income_ 

Allowable depletion_ 

Depletion claimed- 


$12,190.96 
$6.095. 47 
$4. 601. 96 
$4,601.96 
None 


Increased 


$4, 601.96 


depreciation schedule 


Date 

Machinery and 
equipment 

> 

Cost 

Additions 

1932 

1933 

1934 

1931 


$7. 703. f.i 

$5. 531.40 

1 1 

$776.20 

$770.26 

$770.20 
553.14 

1033. 

November. 

13,294.01 





$776.26 

$776.26 i 

1 

$1,329.40 
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32 Depletion Exhibit 

TEAR 1034 

Rector & Davidson, Corsicana, Texas 


Gross receipts from Oil & Gas_$27,490.92 

Less expense: 

Salaries & Labor_$2, 762.00 

Repair & Supplies_ 105.95 

Miscellaneous_ 164.11 

Taxes ___ 341. 44 

Int_-_ 47.9S 

Depreciation_ 1,329.40 4, 750.8S 


Net income before depletion___ 22, 746. 04 

50% of net income before depletion_ 11,373.02 

27VI:9e of Gross Income_ 7,561.65 

Allowable depletion_ 7,561.65 

Depletion claimed- none 


Depletion increased--- 7,561.65 

CCH/DRC-1. 


33 United States Board of Tax Appeals 

Docket No. 84517 
Rector & Davidson, petitioners 


Commissioner of Internal Revenue, respondent 

Answer 

The Commissioner of Internal Revenue by his attorney, Herman 
Oliphant, General Counsel for the Department of the Treasury, for 
answer to the petition filed in the above-entitled cause, admits and 
denies as follows: 

First: Admits that the petitioner’s address is 638 West Sixth Ave¬ 
nue, Corsicana. Texas, and denies the remainder of the First Para¬ 
graph of the petition. 

Second and Third: Admits the allegations in the Second and Third 
Paragraphs of the petition. 

Fourth: Denies mat the Commissioner erred as alleged in the 
Fourth Paragraph of the petition. 

Fifth: Denies that the Commissioner erred as alleged in the Fifth 
Paragraph of the petition. 

Sixth: 1. 2, 3. 4, 5. Denies all of the material allegations of fact 
contained in Subparagraphs 1, 2. 3, 4, and 5 of the Sixth Paragraph 
of the petition. 

34 G. For lack of sufficient information to form a belief as to 
the truth of the allegations contained in Subparagraph 6, 
denies the same. 

7. 9. Denies all of the material allegations of fact contained in 
Subparagraphs 7 and 9 of the Sixth Paragraph of the petition. 
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Denies generally and specifically each and every allegation con¬ 
tained in the petition not hereinbefore expressly admitted, qualified, 
or denied. 

Wherefore, it is prayed that the petitioner's appeal be denied and 
that the Commissioner’s determination of deficiency be approved. 

(Signed) Herman Oliphant, 
Herman Oliphant, 

i General Counsel for the Department, of the Treasury. 

Of counsel: 

R. X. McMillan, 

E. M. Woolf. 

Special Attorneys , 

Bureau of Internal Revenue. 

EM/MEP. 

6-29-36. 


35 United States Board of Tax Appeals 

Docket No. 84517 

Rector & Davidson, petitioners 

vs. 

Commissioner of Internal Revenue, respondent 
Amended petition 

Petitioners show: 

First: The petitioners are partners of Rector & Davidson, whose 
address is 638 West Sixth Avenue. Corsicana, Texas. 

Second: The notice of deficiency was mailed to the petitioners on 
February 24,1936: a copy of same which was attached to the original 
petition is incorporated herein by reference thereto as though actually 
attached and made a part hereof. 

Third: The taxes in controversy are income taxes for the calendar 
year 1933 in the amount of $1,043.49. and excess-profits tax in the 
amount of $379.45; and for the calendar year 1934. income taxes in 
the amount of $2,087.85, and excess-profits tax in the amount of 
$759.22. 

Fourth: The respondent erred in holding the trust or partnership 
to be an association and taxable as a corporation for the calendar 
years 1933 and 1934. 

36 Fifth: The respondent erred in holding the cost of Well No. 
2 to be a capital expenditure in the amount of $6,025.00 under 

the classification of a “turnkey contract.” 

Sixth: Further facts upon which the petitioners rely are: 

1. In 1931 O. M. Rector, Robert Davidson, Charles Hagins, and 
J. R. Webb of Corsicana, Texas, entered into a partnership agreement 
to purchase a two and five-eighths (2%) acre lease in the R. E. Winn 
Survey in Rusk County, Texas. 

2. A trust instrument was drawn up by which the property was 
to be handled and the proceeds of the oil runs from the wells on the 
property were to be distributed to the partners and those holding 
assignments of one-three hundred and sixtieth (l/360th) each of 
seven-eighths (y 8 ths) the oil produced under the original lease. 
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3. Such assignments represented specific interests in the certain 
oil and gas lease, as distinguished from certificate in a trust or syn¬ 
dicate. Each assignment represented an actual one-three hundred 
and sixtieth (l/360th) part of the oil and gas in place. 

37 4. The provisions of the trust limited its activity to collect¬ 
ing oil runs from the one lease covered in the trust. It was 

further provided that no other properties could be purchased to be¬ 
come a part of the venture. Under these provisions, when all of the 
oil on the lease had been extracted, there would be no further activity 
and it would terminate. 

5. The trust provided that all of the proceeds of the oil runs less 
necessary expenses should be distributed. It was not possible to 
withhold or reserve any of the income for the benefit of the trust. 

C. In the partnership return filed by Rector & Davidson for the 
calendar year 1932, the distribution of the income was set up, show¬ 
ing the amount to which each assignee was entitled and the amount 
actually paid to each. In both cases, the amounts were identical. 

7. Under the provisions of the trust and the actual activity, the 
petitioners do not come within the definition of an association, and 
are entitled to be taxed as a partnership or a trust. 

8. Before filing the partnership return for Rector & Davidson, the 
petitioners consulted the Collector of Internal Revenue at Dallas as 
to what was the proper return to make. Before the return was filed, 

they presented it to the Collector and it was accepted as correct. 

38 9. The agreement with the drilling contractor was for the 
drilling of a well so many feet deep, and the petitioners insist 

upon their right to elect under these circumstances to charge to 
drilling expense in the year 1933 the amount paid to the contractor. 

In the alternative, if it be held that the petitioners were and are 
subject to corporation excess profits taxes, then and in that event, 
petitioners here and now elect to declare a capital stock tax value of 
eight times the net income. 

Wherefore, the petitioners request that this Board accord them a 
hearing in the premises and render judgment correcting error of the 
respondent, and grant such other relief as may be determined. 

Eusns Mykes, 

Eustis My res, 

Republic Bank Building , Dallas, Texas. 


39 State ok Texas, County of Navarro: 

O. M. Rector, bein<* duly sworn, says that he is one of the 
partners of Rector & Davidson, the petitioners above named; that 
he has read the foregoing petition, and is familiar with the state¬ 
ments contained therein, and the facts are true, except as to those 
facts stated to be on information and belief, and those facts he 
believes to be true. 

O. M. Rector. 

Subscribed and sworn to before me this 12th day of February, 
A. D. 1938. 

[seal] A. R. Lewis, 

Notary Public 

in and for Navarro County , Texas. 
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40 State of Texas, County of Navarro: 

Robert Davidson, being duly sworn, says that he is one of 
the partners of Rector & Davidson, tlie petitioners above named; that 
he has read the foregoing petition, and is familiar with the state¬ 
ments contained therein, and the facts are true, except as to those 
facts stated to be on information and belief, and those facts he be¬ 
lieves to be true. 

Robert Davidson. 

Subscribed and sworn to before me this 12th dav of February, 
A. D. 1938. 

[seal] A. R. Lewis, 

Notary Public 

in and for Navarro County , Texas. 

41 State of Texas, County of Navarro: 

J. R. Webb, being duly sworn, says that he is one of the 
partners of Rector & Davidson, the petitioners above named; that 
he has read the foregoing petition, and is familiar with the state¬ 
ments contained therein, and the facts are true, except as to those 
facts stated to be on information and belief, and those facts he 
believes to be true. 

J. R. Webb. 

Subscribed and sworn to before me this 12th day of February, 
A. D. 1938. 

[seal] A. R. Lewis, 

Notary Public 

in and for Navarro County , Texas . 

42 United States Board of Tax Appeals 

Docket Xos. 79346—84517 

Rector and Davidson, petitioner 
v. 

Commissioner of Internal Revenue, respondent 
; General denial to amended petition 

Read into the Record Feb. 23, 1938 

* * * Mr. Myres. If Your Honor please, this is the case, or 
cases, of Rector and Davidson, of Corsicana, Texas. 

The Member. Let me ask you one thing—do you desire to file an 
amended answer bv reason of this amended petition having been 
filed? 

Mr. Smith. May the record show that in addition to the answer 
already filed we deny the additional allegation in the amended 
petition. 

The Member. General denial. 

Mr. Smith. Yes. 

The Member. All right, gentlemen; proceed. 
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43 United States Board of Tax Appeals 

Docket Nos. 79346, 84517 

Rector & Davidson, petitioner 
v. 

Commissioner of Internal Revenue, respondent 

Order 

At the hearing: petitioner introduced into evidence, as exhibits 14 
to 28. both inclusive, certain written assignments executed subsequent 
to the taxable years, in 1935 and 1936. Also, O. M. Rector, a witness 
for petitioner, was examined with reference to such assignments. Re¬ 
spondents counsel objected to the admission in evidence of the assign¬ 
ments and to the examination of O. M. Rector with reference thereto. 
Final ruling was reserved. 

It is ordered that the objections be. and the same are hereby, sus¬ 
tained, and petitioner is granted an exception to such ruling. 

[seal] (Signed) John A. Tyson, Member. 

Dated Washington, D. C., November 28,1938. 

MS. 


44 United States Board of Tax Appeals 

Docket Nos. 79345, 84517 

Rector & Davidson, petitioner 
v. 

Commissioner of Internal Revenue, respondent 

Eustis Myres, Esq., and Willis E. Gresham, Esq., for the petitioner. 
Ralph E. Smith, Esq., for the respondent. 

Memorandum opinion 

Tyson. These consolidated proceedings involve the following defi¬ 
ciencies in income and excess-profits taxes: 


Docket No. 

Calendar 

year 

Deficiency 

Income tax 

Excess prof¬ 
its tax 

79346. 

1932 

$1,256.34 


84517. 

1933 

1,043.49 

$379.45 


1934 

2,087.85 

759.22 


For each of the three years in question a partnership return, Form 
1065, was filed in the name of u Rector & Davidson.” The defi- 
45 ciencies in controversy result from the respondent's determina- 
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tion, inter alia, that the petitioner was engaged in business as an as¬ 
sociation taxable as a corporation during each of those three years 
and that for the year 1933 the cost of drilling well Nc. 2, in the 
amount of $G,025, was not an expense deductible from the petitioner’s 
gross income but represented a capital expenditure. Formal defi¬ 
ciency notices were mailed to “Rector & Davidson,” Corsicana, Texas, 
and the petitions in those proceedings, filed in that name, were verified 
by (). M. Rector, Robert Davidson, and J. R. Webb, each, as one of 
the partners of Rector & Davidson. 

The two issues framed by the assignments of error are (1) whether 
the petitioner constituted an “association” within the meaning of sec¬ 
tion 1111 (a) (2) of the Revenue Act of 1932, and section 801 (a) (2) 
of the Revenue Act of 1934, 1 during the years 1932, 1933, and 1934, 
and (2) whether the amount of $6,025 expended in drilling well No. 2 
constituted a deductible expense or a capital expenditure. As to the 
years 1933 and 1934. the amended petition states that in the alterna¬ 
tive, if it is held that petitioner is subject to corporation excess-profits 
taxes, the “petitioners here and now elect to declare a capital-stock-tax 
value of eight times the net income.” 

46 ' In February and March 1931, four individuals, O. M. Rec¬ 
tor, an oil operator, Robert Davidson, an insurance agent and 

farmer, Charles Hagins. operator of a planing mill, and J. K. Webb, 
engaged in the tombstone business, each purchased an undivided 
14 th interest in an oil and gas lease on 2% acres of land known 
as the Bright well Tract in Rusk County. Texas. The cash payment 
for such acquisition of that lease was made with money borrowed 
from the First State Bank of Corsicana, Texas, on a note signed by 
each of those four individuals. Such lease, which was for a term of 
five years and as long thereafter as oil, gas, or other mineral was pro¬ 
duced from the leased premises, was taken in the name of J. R. Webb 
as lessee and reserved to the lessors a %th oil royalty and certain 
rovaltics on gas and other minerals. The lease was signed and 
acknowledged bv the proper parties and duly recorded in the deed 
records of Rusk County, Texas. 

Since Rector was an experienced oil operator and Davidson had 
some knowledge of bookkeeping, the above-named four individuals 
decided that the lease should be transferred to O. M. Rector and 
Robert Davidson, who should supervise the operation of the leased 
premises and keep the necessary accounts. Furthermore, since those 
four individuals were not financially able to develop the leased prem¬ 
ises, they also decided to sell fractional interests in the lease to the 
extent of 14 th of their joint %ths working interest. 

On May 18, 1931, J. R. Webb duly executed and acknowledged an 
assignment of the full %ths interest in the above-mentioned 

47 lease to O. M. Rector and Robert Davidson, their heirs, suc¬ 
cessors. and assigns, and such assignment was duly recorded. 

Rector. Davidson. Webb, and Hagins divided their joint interest in 
the lease into 360 fractional parts, each retained a 72/360th interest, 


1 Sortion 1111 (n) (2) of the Revenue Act of 1932 and Section SOI (a) (2) of the 
Revenue Act of 1934 are identical and provide: 

(a) When used in this Act— 

(2) The term ••corporation" includes associations, joint-stock companies and 
insurance companies. 
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and, through personal solicitation of their friends and acquaintances 
in Corsicana, they sold a total of 72/3C0ths fractional interests to 4:3 
persons, for an undisclosed consideration for each l/360th interest. 
On May 23, 1031, there was executed an assignment of an undivided 
fractional interest in the lease to each of the 43 purchasers of such 
fractional interests and each assignment, which also embodied a 
power of attorney to Rector and Davidson, was made on the follow¬ 
ing form: 

Rusk County—Rector and Davidson—Brightwell Lease Syndicate 

No. 1 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas O. M. Rector and Robert Davidson, operating as Rector 
and Davidson, are the owners of an oil, gas. and mining lease cover¬ 
ing the following-described tract of land situated in Rusk County, 
Texas, to-wit: 

Beginning at the N. W. corner, the same being the S. W. corner 
of W. P. Brightwell home place a hickory brs. 77 E. 12 links, a sweet 
gum brs. S. 70 E. 40 links, thence E. 170 vrs. a mulberry brs. N. 72 
W. 3 links, a hickory brs. N. 71 E. 0 links, thence South 23 West 177 
vrs. a hickory brs. N. 37 E. 1) links hickory S. 70 E. 19 links: thence 
N. 32 W. 190 vrs. to place of beginning and containing 2% acres, 
more or less. 

Said lease being recorded in the office of the County Clerk in and 
for said county, and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by 

RECTOR AND DAVIDSON 

Now, therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of the said lease 
and all rights thereunder or incident thereto, do hereby bargain, sell, 

transfer, assign, and convey unto_ 

48 an undivided_interest in and to all of the right, 

title, and interest of the lessee, insofar as this assignment covers 
the above described tract of land, together with all personal property 

thereto belonging; to have and to hold unto the said_ 

_heirs, successors, and assigns. 

And for the same consideration, the undersigned, for theirselves 
and their heirs, successors and representatives, does covenant with 

the said assignee,_heirs, successors and assigns, that they are 

the lawful owners of the said lease, and rights, interests and ap¬ 
purtenances thereto belonging; that the undersigned has good rights 
and authority to sell and convey the same, and that said rights, 
interests and property are free and clear from all liens and encum¬ 
brances, and that all rentals and royalties due and payable there¬ 
under have been duly paid. 

1. In consideration of the grantee, hereinabove named, purchas¬ 
ing this assignment and the leasehold property herein conveyed, 
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Rector and Davidson hereby contract and agree to do the following 
things, to-wit: 

(a) To drill at their own cost and expense one well on the lease 
above described; said well to be drilled to a depth of 3,800 feet unless 
granite in solid formation in its regular place is encountered at a 
lesser depth and in such quantities as to render it inpenetrable; or 
unless oil or gas in paying quantities be encountered at a lesser depth. 

2. In consideration for Rector and Davidson doing the things set 
out and stipulated in the paragraph numbered “1” above and in sub¬ 
division “a” thereof, the owner and holder of this assignment agrees 
that Rector and Davidson shall operate said lease above described 
for the benefit of all the parties interested in said lease; and shall 
collect for all pipe line runs of oil from said lease, and likewise, 
collect all money to be received from the sale of gas from said lease; 
and after having paid all proper operating expenses, shall distribute 
and pay to the owners of said lease, such proportion of the remaining 
proceeds as their respective interests in said lease shall entitle them 
to receive, according to the proportionate part of said lease they 
then own. 

3. It is further agreed by the parties hereto that the undersigned 
Rector and Davidson shall have the power at any time, in their dis¬ 
cretion, to sell and dispose of all or any part of the above described 
leasehold property on such terms and conditions and at such price 
as in their judgment shall seem best and proper, and the said Rector 
and Davidson, as a part of this sale, hereby reserve the power and 
right to make such sale or sales of all or any part of said property, 
and to transfer, convey, and assign the same, and as an incident 
thereto, they shall execute and deliver all such written instruments 
as may be necessary or required to properly and legally convey and 
assign good title thereto, to the purchaser or purchasers thereof. 
And the said Rector and Davidson are, for the purpose of making 

such sale or sales, fully and completely authorized and em- 
49 powered to sign the name of the grantee herein to any and all 

instruments that may be necessary to be executed and in all 
other respects to act in said grantee’s place and stead as said grantee's 
attorney in fact, executing, acting and delivering such written instru¬ 
ments and muniments of title the same as grantee could do if per¬ 
sonally present and executing and delivering the same in person, 
and in accepting and buying this assignment, the grantee herein does 
so with the express understanding that the said Rector and Davidson, 
as above stipulated and provided, may act as attorney in fact for said 
grantee as above set out. the said grantee hereby ratifying and con¬ 
firming all such lawful acts as the said Rector and Davidson shall 
do or cause to be done by virtue hereof. It is expressly understood 
and agreed, however, that when said lease-hold property or any part 
thereof shall have been sold as herein provided, the said Rector and 
Davidson shall receive and distribute to each of the parties owning 
an interest in said lease-hold property or any part thereof, such pro¬ 
portionate part of the net proceeds derived from said sale as each of 
said parties shall be entitled to receive, according to the interest each 
of the parties respectively owns in said lease-hold property or part 
thereof. It is further agreed by and between the grantor and grantee 
herein that this instrument is to be effective as an assignment, trans- 
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fer and conveyance of the interest herein described only when signed 
and acknowledged by the grantor herein. 

Rector and Davidson hereby reserve the right to pay all money 
due to the owner of the interest hereby assigned to the grantee 
herein unless they shall have received notice that the interest hereby 
assigned has been sold and assigned by the grantee herein to some 
other person. All subsequent assignees of the interest herein as¬ 
signed shall take said interest subject to and be bound by the terms, 
covenants, agreements and reservations herein contained. 

In witness whereof, the undersigned owner and grantor has signed 
this instrument this_day of_, A. D. 19_ 

Rector and Davidson, 


Grantors 


Grantee 

The State of Texas, 

County of _ 

Before me,_, a notary public in and for 

said county and State, on this day personally appeared_ 

-of the firm of Rector and Davidson, known to me be 

the person whose name is subscribed to the foregoing instrument, 
and acknowledged to me that he executed the same for the purpose 


and consideration therein expressed. 

Given under my hand and seal of office this_day of_ 

A. D. 193__. 

50 Notary Public _ County , Texax. 


On May 1, 1933, Rector & Davidson, by written assignment 
duly acknowledged and executed, transferred to each J. R. Webb and 
Charles Hagins their 72/360 interest in the lease. 

The use of the name “Rector & Davidson”, as a firm or partnership 
name, arose out of acquisition of the leased premises by Rector, 
Davidson, Webb and Hagins and their decision that Rector and 
Davidson should supervise the operation of the leased premises. 
That name of “Rector & Davidson” was not at any time used in con¬ 
nection with any other enterprise. The designation of “Rector and 
Davidson—Brightwell Lease Syndicate No. 1” appearing at the head 
of the assignments given to the purchasers of fractional interests, 
was merely for the purpose of identification of the project. In 1933 
the following instrument was executed: 

O. M. Rector, et al to The Public #843. Instrument : Affidavit. 
Dated: Feb. 7th, 1933. Filed: Feb. 9th, 1933, 11 a. m. Recorded: 
Vol. 229, Page 577. Rusk County Deed Records. 

RECTOR AND DAVIDSON, TO THE PUBLIC 

This is to advise the public that the partnership of Rector and 
Davidson, in the Rusk County, Rector and Davidson-Brightwell 
Lease Syndicate No. 1 is composed of the following persons and 

51 O. M. Rector, 72/360 interest; Robert Davidson, 2/360; in¬ 
terest ; Harold M. Davidson, 70/360 interest; J. R. Webb 72/360 
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interest; Chas. Hagins. 7*2/360 interest; and the remaining 72 360 
interest is owned in various sums and amounts by several persons by 
assignments on special form of assignment of oil and gas lease, said 
persons being known in said partnership as unit holders. 

Witness our hands this 7th dav of February*. 1933. 

O. M. Rector. 

Robert Davidson. 

State of Texas. 

County of Navan'o: 

Before me. the undersigned authority, a Notary Public, in and for 
said County and State, on this day personally appeared O. M. Rector 
and Robert Davidson, known to me to be the persons whose names 
are subscribed to the foregoing instrument, and acknowledged to me 
that they executed the same for the purposes and consideration there¬ 
in expressed. 

Given under mv hand and seal of office, this 7th dav of February, 
1933. 

[ls| B. W. George. 

Notary Public. Nacarro County. Texas. 


Rector. Davidson. Webb, and Hagins drilled and equipped the first 
well on the leased premises at their own expense. A second well was 
drilled in 193: and paid for by pro rata contributions from all of the 
co-owqers of fractional interests. The third well, which was drilled 
in 1934. was financed by the driller. Fred Upchurch, who. with the 
consent of all the fractional interest holders, was given a duly exe¬ 
cuted assignment, dated September 15. 1934. for a l/6th interest in 
the entire leased premises. Thereafter, the denominator of frac¬ 
tional interests was changed to 432nds. 

52 During the taxable years in question O. M. Rector and 
Robert Davidson operated the leased premises, arranged for the 
sale of the oil produced therefrom, paid the expenses and distributed 
the net proceeds therefrom in accordance with their separate agree¬ 
ment vyith each purchaser of a fractional interest. Such operations 
were on behalf of all of the various co-owners of fractional interests 
in the leased premises. Rector supervised the operations and David¬ 
son kept the accounts and performed various odd jobs and each of 
them received a salary for such services. The books of accounts, 
which showed the various interests owned, the oil runs, expenses, and 
all of the transactions with reference to the leased premises, were 


kept at Davidson’s home. “'Rector £ Davidson" had no office, no 
seal, no minutes, and no stock books. 

All receipts from the pipe line companies for oil purchased from 
the leased premises were deposited in a bank account captioned 
“Rector &• Davidson” and the checks drawn thereon were signed 
“Rector & Davidson. By O. M. Rector", or. “By Robert Davidson*’, 
whichever drew the checks. Settlements were made with the interest 
holders;every 30 days, after the payment of operating expenses which 
included the salaries paid to O. M. Rector and Robert Davidson. 

During the years in question the numerous owners of fractional 
interests in the leased premises were not issued any certificates or evi¬ 
dences of their interests other than the above mentioned assignments 
bv Rector and Davidson in 1931 and subsequent conveyances which 
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were made from time to time, during those years, by the individual 
owners of fractional interests. Such conveyances were made 

53 by duly executed assignments without the consent of other in¬ 
terest holders and without interrupting the operation of the 

leased premises by O. M. Rector and Robert Davidson. The co¬ 
owners of fractional interests never held any meetings and whenever 
they were consulted as to the operation of the lease, such as was done 
in connection with the drilling of the second and third wells, Rector 
and Davidson merely called on them personally. There was no limi¬ 
tation upon the personal liability of the various co-owners of un¬ 
divided fractional interests in the lease. 

The essential facts in this proceeding are not materially different 
from those in C. A. Everts et al, Jamison Lease Syndicate, 38 B. T. A. 

- No. 132, promulgated October 28, 1938, and upon authority of 

that case we hold that the relation between all of the co-owners of 
undivided fractional interests in the lease here involved was that of 
tenants in common of real estate; and that under the agreements of 
the various co-owners with Rector and Davidson there was simply 
the relation of principal and agent as between each of such co-owners 
and Rector and Davidson. See also T. A. Johnston, Trustee, Victory 

Lease, 38 B. T. A. - No. 154, promulgated November 22, 1938. 

We conclude that there does not exist here any trust or other organi¬ 
zation constitutiong an entity separate and apart from the individual 
tenants in common of undivided fractional interests in the lease and 
that the petitioner did not constitute an “association” taxable as a 
corporation within the meaning of section 1111 (a) (2) of the Reve¬ 
nue Act of 1932 and section 801 (a) (2) of the Revenue Act of 1934, 
supra. 

54 This conclusion obviates the necessity of our expressing any 
opinion on the second issue or as to the effect of the petitioner’s 

alternative plea in which he seeks to declare a capital stock tax value. 
Decision will be entered for the petitioner. 

Enter: 

Entered Nov. 20, 1938. 

55 United States Board of Tax Appeals 

Docket No. 79346 

Rector & Davidson, petitioner 
v. 

Commissioner of Internal Revenue, respondent 

Decision 

Pursuant to the determination of the Board, as set forth in its 
Memorandum Opinion entered November 29, 1938, it is 

Ordered and decided: That there is no deficiency in income tax 
for the calendar year 1932. 

Enter. 

Entered Nov. 29, 1938. 

[seal] 


(S) John A. Tyson, Member. 
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56 United States Board of Tax Appeals, Washington 

Docket No. 84517 

Rector & Davidson, petitioner, 
v. 

Commissioner of Internal Revenue, respondent 

Decision 

Pursuant to the determination of the Board, as set forth in its 
Memorandum Opinion entered November 29, 1938, it is 
Ordered and decided: That there are no deficiencies in income tax 
and excess profits tax for the calendar years 1933 and 1934. 

Enter: 

Entered Nov. 29, 1938. 

[seal] (Signed) John A. Tyson, Member. 

57 | In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 
Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 


V. 

Rector and Davidson, respondent on review 

Petition for review and assignments of error 

To the Honorable Judges of the United States Court of Appeals for 
the District of Columbia,: 

Now comes Guy T. Helvering. Commissioner of Internal Revenue, 
by his attorneys, James W. Morris. Assistant Attorney General; J. P. 
Wenchel, Chief Counsel, Bureau of Internal Revenue; and Claude R. 
Marshall, Special Attorney, Bureau of Internal Revenue, and respect¬ 
fully shows: 


jurisdiction 

That the Petitioner on Review is the duly appointed, qualified, and 
acting Commissioner of Internal Revenue (hereinafter referred to as 
the Commissioner), appointed and holding his office by virtue of the 
laws of the United States: that the Respondent on review (hereinafter 
referred to as the taxpayer) was during the taxable years 1932, 
58 1933. and 1934 an association taxable as a corporation. Its prin¬ 

cipal office and place of business is situated at 638 West Sixth 
Avenue, Corsicana, Texas. 

The taxpayer filed information partnership income-tax returns 
(Form 1065) for the years 1932, 1933, and 1934 with the Collector of 
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Internal Revenue for the Second Collection District of Texas. The 
Commissioner did not consider the aforementioned returns as properly 
prepared, made, and filed, and accordingly prepared and filed “sub¬ 
stitute” returns on Form 1120—“Corporation Income and Excess 
Profits Tax Returns,” the taxpayer being an “association” taxable as 
a corporation. There being no returns made by the taxpayer as re¬ 
quired by statute for the years 1932, 1933, and 1934, the decisions of 
the United States Board of Tax Appeals entered herein are reviewable 
by the United States Court of Appeals for the District of Columbia. 

The Commissioner seeks a review of the decision of the United 
States Board of Tax Appeals by virtue of the provisions of the Reve¬ 
nue Act of 1926, Sections 1001-1005 (c. 27, 44 Stat. 9, as amended by 
the Revenue Act of 1928, Section 603. c. 852, 45 Stat. 873, and further 
amended by the Revenue Act of 1932, Section 1101, c. 209, 47 Stat. 169, 
and as further amended by the Revenue Act of 1934, Section 519, c. 277, 
48 Stat. 680, and subsequent revenue acts. 

II 

NATURE OF CONTROVERSY 

On February 27,1935, the Commissioner, in accordance with Section 
272 (a) of the Revenue Act of 1932, as amended by Section 501 

59 of the Revenue Act of 1934. advised the respondent on review 
by registered mail that the determination of its income-tax lia¬ 
bility for the taxable year 1932 disclosed a deficiency in tax of $1,256.34, 
it having been classified as an association taxable as a corporation. 
Thereafter, on May 2, 1935, the taxpayer filed a petition with the 
United States Board of Tax Appeals for a ^determination of the defi¬ 
ciency set forth in the notice of deficiency, which petition was subse¬ 
quently amended on August 9, 1935. Said petitions have been as¬ 
signed Docket Number 79346. The Commissioner filed his answer to 
the petition on September 6, 1935. Also, on February 24. 1936, the 
Commissioner, in accordance with Section 272 (a) of the Revenue Act 
of 1932, as amended by Section 501 of the Revenue Act of 1934, advised 
the taxpayer by registered mail that the determination of its income 
and excess-profats tax liability for the taxable years 1933 and 1934 
disclosed deficiencies in tax as follows: 1933 income tax $1,043.49 and 
excess-profits tax $379.45; and 1934 income tax $2,087.85 and excess- 
profits tax $759.22, it having been classified as an association taxable 
as a corporation. Thereafter, on May 20, 1936, the taxpayer filed a 
petition with the United States Board of Tax Appeals for a redetermi¬ 
nation of the deficiency set forth in the notice of deficiency, which 
petition was assigned I)ocket Number 84517. The Commissioner filed 
his answer to the petition on June 30, 1936. These two proceedings 

were consolidated and heard on February 23, 1938. and on No- 

60 vember 29, 1938. the Board of Tax Appeals entered its memo¬ 
randum opinion, and on November 29,1938, entered its separate 

decisions ordering and deckling that there is no deficiency in income- 
and excess-profits tax for the years 1932.1933, and 1934. 

In the early part of 1931 four persons. O. M. Rector, Robert 
Davidson, Charles Hagins, and J. R. Webb purchased an oil and 
gas lease. The cash payment for the lease was made with borrowed 
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money on a note signed by the four individuals. The lease, which 
was for a term of five years and as long thereafter as oil and gas 
might be produced, was taken in the name of Webb as lessee and 
reserved to the lessors a %th oil royalty. 

Hector was an experienced oil operator. Davidson had some knowl¬ 
edge of bookkeeping. The four individuals decided that the lease 
should be transferred to Rector and Davidson, who should carry on 
the operations and keep the necessary accounts. The four individuals 
were not financially able to develop these premises and, accordingly, 
they concluded to sell fractional interests in the lease to the extent 
of i/rjth of their interest in the lease. In May 1931, Webb exe¬ 
cuted an assignment of their interest in the lease to Rector and 
Davidson. Rector and Davidson, Webb and Hagins divided their 
joint interest into 360 fractional parts. They sold 7 %eoths to 43 
persons. On May 23. 1931. there was executed to each of the 43 
individuals a proper assignment of undivided fractional interests in 
the lease. 

61 The opening clause of the lease is as follows: 

' “Whereas. O. M. Rector and Robert Davidson, operating as 
Rector and Davidson, are the owners of an oil, gas. and mining lease 
covering the following described tract of land situated in Rush 
County, Texas, to-wit :” 

There then follows a description of the property. The assignment 
provides: 

“ * * * for and in consideration of One Dollar (and other 

good and valuable considerations) * * *.” 

There was transferred and assigned to the assignee_interest 

m and 1 to all of the right, title, and interest of the lessee, etc. The 
assignment further provided that in consideration of the grantee’s 
purchasing the assignment Rector and Davidson contracted and 
agreed to drill a well at their own cost and expense to a certain 
depth. In consideration for Rector and Davidson doing the drilling 
of the well the holder of the assignment agrees that: 

“Rector and Davidson shall operate said lease above described for 
the benefit of all the parties interested in said lease: and shall collect 
for all pipe line runs of oil from said lease, and likewise, collect all 
money to be received from the sale of gas from said lease; and after 
having paid all proper operating expenses, shall distribute and pay 
to the owners of said lease, such proportion of the remaining pro¬ 
ceeds as their respective interests in said lease shall entitle them to 
receive, according to the proportionate part of said lease they then 
own.” 

It was further provided that Rector and Davidson 

“shall have the power at any time, in their discretion, to sell and 
dispose of all or any part of the above-described leasehold property 
on such terms and conditions and at such price as in their judg- 

62 ment shall seem best and proper, and the said Rector and 
Davidson, as a part of this sale, hereby reserve the power 

and right to make such sale or sales of all or any part of said 
property, and to transfer, convey, and assign the same, and as an 



GUY T. HELVERING. COMMR. VS. RECTOR AND DAVIDSON 31 


incident thereto, they shall execute and deliver all such written 
instruments as may be necessary or required to properly and legally 
convey and assign good title thereto, to the purchaser or purchasers 
thereof. * * * ” 

Rector and Davidson were also authorized and empowered to sign 
the names of the grantees to any and all instruments. 

It is further provided that when said leasehold property shall have 
been sold 

“Rector and Davidson shall receive and distribute to each of the 
parties owning an interest in said leasehold property or any part 
thereof, such proportionate part of the net proceeds derived from 
said sale as each of said parties shall be entitled to receive, according 
to the interest each of the parties respectively owns in said leasehold 
property or part thereof. * * * ” 

“Rector and Davidson hereby reserve the right to pay all money 
due to the owner of the interest hereby assigned to the grantee herein 
unless they shall have received notice that the interest hereby assigned 
has been sold and assigned by the grantee herein to some other 
person. * * * ” 

In May 1933. Rector and Davidson, by written assignment, trans¬ 
ferred to Webb and Hagins their individual 7 % GO ths interest in 
the lease. 

The first well was drilled under the supervision of Rector during 
the year 1932. The second well was drilled in 1933 and paid for by 
pro rata contributions from all the owners of the fractional interests. 
The third well was drilled in 1934. The drilling was financed by 
the driller who. with the consent of all the fractional interest holders, 
was given a bttli interest in the lease. 

63 During the years here involved Rector and Davidson oper¬ 
ated the leased premises, arranged for the sale of oil produced 
therefrom, paid the expenses and distributed the net proceeds in ac¬ 
cordance with the agreement contained in the assignment of leasehold 
interest. Rector supervised the operations and Davidson kept the 
accounts and performed odd jobs, and each of them received a salary 
for his services in addition to his proportionate share of the profits. 
The books of account show the various interest owned, the oil runs, 
expenses, and all the transactions with reference to the leased prem¬ 
ises. They were kept at Davidson's home. No office as such was 
kept in any other place; no minutes were kept: neither were there 
any stock books. Rector & Davidson had no seal. The receipts were 
deposited in a bank account captioned “Rector & Davidson". Checks 
drawn on the account were signed “Rector & Davidson, By O. M. 
Rector’ 7 , or. “By Robert Davidson", depending on who drew the 
checks. Settlements were made with the interest holders every 30 
days after the payment of operating expenses, which included the 
salaries paid to Rector and Davidson. 

Subsequent conveyances were made from time to time during the 
period in question by the individual owners of the fractional interests. 
They were made without the consent of the other interest holders and 
without interrupting the operation of the leased premises by Rector 
and Davidson. The assignees never held any meetings and whenever 

15.1961—SO - 1 — 3 
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they were consulted as to the operation of the lease, such as was done 
in connection with the second and third wells, Hector and Davidson 
merely called on them personally. 

64 The Commissioner determined that the taxpayer constituted 
an “association” taxable as a corporation within the meaning 

of Section 1111 (a) (2) of the Revenue Act of 1032 and Section 801 
(a) (2) of the Revenue Act of 1934, and the regulations promulgated 
under said acts. The Board held that the relation between all of the 
coowners of undivided fractional interests in the lease was that of 
tenants in common of real estate: and that under the agreements of 
the various coowners with Rector and Davidson there was simply 
the relation of principal and agent as between each of such coowners 
and Rector and Davidson. The Board concluded that no organiza¬ 
tion constituting an entity separate and apart from the individual 
tenants in common of undivided fractional interests in the lease 
existed and that the taxpayer did not constitute an “association” tax¬ 
able as a corporation within the meaning of the Revenue Acts. The 
Board relied on the authority of its prior decision in the case of 

C. A. Everts et al. Jamison Lease Syndicate (1938) 38 B. T. A.__ 

132. 

In deciding the above matter adversely to the Commissioner, the 
Board did not find it necessary to determine whether the cost of drill- 
ing well No. 2 in 1933 in the amount of $6,025.00 represented a de¬ 
ductible expense as claimed by the taxpayer or a capital expenditure 
as claimed by the Commissioner. 

It i$ submitted that the holders of fractional interests were asso¬ 
ciated in a common business enterprise for profit and that the 

65 instant case meets all the requirements of the statutes as inter¬ 
preted by the Supreme Court relating to the taxation of associa¬ 
tions as corporations (Morrissey et al. v. Commissioner (1965) 296 
IT. S. 344; Swanson et al. v. Commissioner (1935) 296 U. S. 362; 
Helvering v. Combs et al. (1935) 296 U. S. 365: and Helvering v. 
Coleman Gilbert Associates (1935) 296 U. S. 396; also see: Bert v. 
Helvering (1937) 92 F. (2d) 491). 

Ill 

ASSIGNMENTS OF ERROR 

That the Commissioner of Internal Revenue being aggrieved by 
the opinion and decision of the United States Board of Tax Appeals 
in these proceedings hereby petitions for a review of said opinion 
and decision by the United States Court of Appeals for the District 
of Colombia and for the correction of the manifest errors which 
therein occurred and intervened to his prejudice. The errors com¬ 
mitted by the Board, which are relied upon by the Commissioner as 
the basis of this petition for review, are as follows: 

1 . The Board of Tax Appeals erred in holding and deciding that 
the taxpayer did not constitute an association taxable as a corpora¬ 
tion within the meaning of Section 1111 (a) (2) of the Revenue Act 
of 1932 and Section 801 (a) (2) of the Revenue Act of 1934. 

2. The Board of Tax Appeals erred in not holding and deciding 
that the taxpayer is an association taxable as a corporation within 
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66 the meaning of Section 1111 (a) (2) of the Revenue Act of 
1932 and Section 801 (a) (2) of the Revenue Act of 1934 and 

the regulations promulgated thereunder. 

3. The Board of Tax Appeals erred as a matter of law in that its 
opinion and decision fail to properly construe and interpret Section 
1111 (a) (2) of the Revenue Act of 1932. Section SOI (a) (2) of 
the Revenue Act of 1934 and the regulations promulgated thereunder 
(Article 1312, Regulations 77 and Article 801-(2) (2), Regula¬ 
tions 86. 

4. The Board of Tax Appeals erred as a matter of law in that 
its opinion and decision in effect restrict the definition of an “asso¬ 
ciation” taxable as a corporation as defined by the provisions of the 
Revenue Acts of 1932 and 1934 and the regulations promulgated 
thereunder (Articles 1312-1313, Regulations 77, and Article 801- 
(2) (3), Regulations 86. 

5. The Board of Tax Appeals erred as a matter of law in holding 
and deciding that there does not exist any trust or other organiza¬ 
tion constituting an entity separate and apart from the individual 
coowners of the factional interests in the lease, there being no sub¬ 
stantial evidence to support such finding and conclusion. 

6 . The Board erred as a matter of law in holding and deciding 
that the relation sustained between all of the coowners of undivided 
interests in the lease here involved was that of tenants in common 
of real estate, there being no substantial evidence to support such 

finding and conclusion. 

67 7. The Board of Tax Appeals erred as a matter of law in 
holding and deciding that under the agreements of the various 

coowners with Rector and Davidson and others, there was simply 
the relation of principal and agent as between each of such coown¬ 
ers and the said parties, there being no substantial evidence to sup¬ 
port such finding and conclusion. 

8 . The Board of Tax Appeals erred as a matter of law in failing 
to hold and conclude that each of the holders of a fractional interest 
was associated in a common business enterprise of drilling wells on 
leasehold property and producing oil and gas therefrom for profit, 
there beirnr substantial evidence to support such finding. 

9. The Board of Tax Appeals erred as a matter of law in failing 
to hold and decide that the operations of the “Syndicate” resembled 
in general form and mode the procedure of a corporation, there 
being substantial evidence to support such a finding. 

10. The Board of Tax Appeals erred as a matter of law in failing 
to hold and find that Rector and Davidson and others, operated in 
the nature of a corporate board of directors and actually possessed 
broad powers to manage, direct, and control the enterprise, without 
hinderance or restriction from the unit holders, there being sub¬ 
stantial evidence to support such findings. 

11 . The Board of Tax Appeals erred as a matter of law in fail¬ 
ing to find and hold that the units of fractional interests 

68 were equivalent to transferable certificates of interest and the 
unit holders received monthly payments in the nature of divi¬ 
dends from the Syndicate, there being substantial evidence to support 
such a finding. 



34 GUY T. HELVE RING. COMMR. VS. RECTOR AND DAVIDSON 


12. The Board of Tax Appeals erred as a matter of law in failing 
to find and decide that the taxpayer failed to adduce evidence suffi¬ 
cient. to overcome the presumption of correctness of the Commis¬ 
sioner's determination that the taxpayer is an association taxable 
as a corporation. 

13. The Board erred in that its conclusions of "law and findings 
of fact are without substantial evidence to support them. 

14. The Board of Tax Appeals erred in holding and deciding 
that the essential facts in this proceeding are not materially differ¬ 
ent from those in the case of C. A. Everts et al. Jamison Lease 

Syndicate. 38 B. T. A._No. 132 (October 28. 1938) and that 

the decision in that case is controlling in the instant case. 

15. The Board of Tax Appeals erre<l in failing to hold and decide 
that the cost of drilling well No. 2 in the amount of $6,025.00 was 
a capital expenditure and not deductible from income in the vear 
1933. 

16. The Board of Tax Appeals erred in finding and determining 
that there is no deficiency in income and excess-profits taxes for the 

years 1932. 1933. and 1934. 

69 * 17. The Board of Tax Appeals erred in failing to find and 

determine that there are deficiencies in income tax liability of the 
taxpayer for the years 1932, 1933. and 1934 in the respective amounts 
of $1,256.34. $1,043.49, and $2,087.85. and there are deficiencies in excess 
profits tax liability of the taxpayer for the years 1933 and 1934 in the 
respective amounts of $379.45 and $759.22. 

Wherefore, the Commissioner petitions that said findings of fact 
and opinion and decision of the United States Board of Tax Appeals 
be reviewed by the United States Court of Appeals for the District of 
Columbia: that a transcript of the record l>e prepared in accordance 
with the law and the rules of said court and l>e transmitted to the Clerk 
of said court for filing, and that appropriate action be taken to the end 
that the errors herein complained of may be reviewed and corrected by 
said court. 

James W. Morris, 

Assistant Attorney General , 
(Signed) J. P. Wench el, 
i R. L. W. 


Of Counsel: 

Claude R. Marshall. 


J. P. Wenchel, 

Chief Counsel. 
Bureau of Internal Revenue. 


Special Attorney. 

Bureau of Internal Revenue. 

1/27/39. CRM/mtr. 


70 United States of America, 

District of Columbia , ss: 

Claude R. Marshall, being duly sworn, says that he is a Social 
Attorney in the Bureau of Internal Revenue, and as such is duly au- 
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thorized to verify the foregoing petition for review; that he has read 
said petition and is familiar with the contents thereof; that said peti¬ 
tion is true of his own knowledge except as to the matter therein 
alleged on information and belief, and as to these matters he believes it 
to be true. 

Claude R. Marshall. 

Claude R. Marshall. 


Sworn and subscribed to before me this 6 day of Feb. 1939. 


My commission expires 4/1/40. 


Marcellette M. Taylor, 

Notary Public. 


71 In the United States Court of Appeals for the District of 

Columbia 


B. T. A. Docket Nos. 79346 and 84517 
Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 


V. 

Rector & Davidson, respondent on review 

NOTICE OF FILING PETITION FOR REVIEW 

To Willis E. Gresham, Esq., 

Norwood Building , Austin. Texas. 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 10th day of February 1939. file with the Clerk of the United 
States Board of Tax Appeals, at Washington. D. C., a petition for 
review by the United States Court of Appeals for the District of 
Columbia, of the decision of the Board heretofore rendered in the 
above-entitled case. A copy of the petition for review and the assign¬ 
ments of error as filed is hereto attached and served upon you. 

Dated this 10th day of February 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief Counsel , 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with a 
copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 14 day of February 1939. 

Willis E. Gresham, 

Attorney for Respondent on Review. 
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72 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 

GuyT. Helvering, Commissioner ok Internal Revenue, petitioner 

on review 

v. 

Rector & Davidson, respondent on review 
notice of filing petition for review 
To Mr. J. R. Were, 

% Rector ct- Davidson. G38 West, Sixth Avenue. Corsicana. Texas. 
You are hereby notified that the Commissioner of Internal Revenue 
did, on the 10th day of February, 1939, file with the Clerk of the 
United States Board of Tax Appeals, at Washington, D. C., a peti¬ 
tion for review by the United States Court of Appeals for the District 
of Columbia, of the decision of the Board heretofore rendered in 
the above-entitled case. A copy of the jietition for review and the 
assignments of error as filed is hereto attached and served upon you. 
Dated this 10th day of February, 1939. 

(Signed) J. P. Wenchel. 

R. L. W. 

J. P. Wenchel. 

Chief Counsel , 

i Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with 
a copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 14th day of February, 1939. 

J. R. Webb, 
Respondent on Review. 

CRM-afh 1-30-39. 

73 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 

Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on review 


v. 

Rector & Davidson, respondent on review 

! NOTICE OF FILING PETITION FOR REVIEW 

To Mr. Robert Davidson. 

% Rector <(• Davidson. G3S West Sixth Avenue. Corsicana. Texas. 
You are hereby notified that the Commissioner of Internal Revenue 
did, on the 10th day of February. 1939. file with the Clerk of the 
United States Board of Tax Appeals, at Washington, D. C., a petition 
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for review by the United States Court of Appeals for the District of 
Columbia, of the decision of the Board heretofore rendered in the 
above-entitled case. A copy of the petition for review and the 
assignments of error as filed is hereto attached and served upon you. 
Dated this 10th day of February, 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief Counsel , 
Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with 
a copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 14th day of February, 1939. 

Robert Davidson, 
Respondent on. Review. 

CRM-afh 1-30-39. 

74 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 
Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 


v. 

Rector & Davidson, respondent on review 

NOTICE OF FILING PETITION FOR REVIEW 

To: Mr. 0. M. Rector, 

% Rector cf* Davidson ., 638 West Sixth A venue. Corsicana. Texas. 

You are hereby notified that the Commissioner of Internal Revenue 
did, on the 10th day of February. 1939, file with the Clerk of the 
United States Board of Tax Appeals, at Washington, D. C., a peti¬ 
tion for review by the United States Court of Appeals for the Dis¬ 
trict of Columbia, of the decision of the Board heretofore rendered 
in the above-entitled case. A copy of the petition for review and 
the assignments of error as filed is hereto attached and served upon 
you. 

Dated this 10th day of February, 1939. 

(Signed) J. P. Wenchel, 

R. L. W. 

J. P. Wenchel, 

Chief ('oumel. 

Bureau of Interned Revenue. 

Personal service of the above and foregoing notice, together with 
a copy of the petition for review and assignments of error mentioned 
therein, is hereby acknowledged this 14th day of February, 1939. 

O. M. Rector, 
RespO'ndent on Review. 

CRM-afh 1-30-39. 
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75 In the United States Court of Appeals for the District of 

Columbia 

, B. T. A. Docket Nos. 79346 and 84517 

Guy T. Helverixg, Commissioner of Internal Revenue, petitioner 

on REVIEW 


v. 

Rector & Davidson, respondent on review 

NOTICE OF FILING PETITION FOR REVIEW 

To Eusns Myers. Esq., 

,904-5 Republic Bank Building, Dallas. Texas. 

You are hereby notified that the Commissioner of Internal Revenue 
did. on the 10th day of February. 1939. file with the Clerk of the 
United States Board of Tax Appeals, at Washington, D. C.. a 
petition for review by the United States Court of Appeals for the 
District of Columbia, of the decision of the Board heretofore ren¬ 
dered in the above-entitled case. A copy of the petition for review 
and the assignments of error as filed is hereto attached and served 
upon you. 

Dated this 10th dav of Februarv. 1939. 

* V . 

(Signed) J. P. Wenciiel. 

R. L. W. 

»J. P. Wenchel. 

Chief Counsel. Bureau of Internal Revenue. 

Personal service of the above and foregoing notice, together with 
a copy of the jx‘tition for review and assignments of error mentioned 
therein, is herebv acknowledged this — dav of Februarv, 1939. 

i Attorney for Respondent on Review, 

76 PROOF OF SERVICE OF NOTICE OF FILING PETITION FOR REMEW 

B. T. A. Docket Nos. 79346 and 84517 

Guy T. Helverixg, Commissioner of Internal Revenue, petitioner 

on review 


v. 

Rector & Davidson, respondent on review 

State of Texas. 

County of Dallas, ss: 

M. A. Fremming. being first and duly sworn, says: I am a citizen 
of the United States of America, over the age of twenty-one years, 
and not a party to or in any way interested in the proceeding in 
which this notice of filing petition for review was issued. 

On the 20th day of February, 1939. I served the annexed notice 
of filing petition for review by the United States Court of Appeals 
for the District of Columbia on Eustis Myres. Attorney for respond¬ 
ent on Review, in his office 904 Republic Bank Building, Dallas, 
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Texas, by delivering to and leaving with him personally a copy of 
said notice of filing petition for review, and at the same time ex’r 
hibiting to him this original. 1 

M. A. Frkmming, ( 

Internal Revenue Agent, i 
Subscribed and sworn to before me this 20th day of February, 1939.J 

E. A. Peary, I 

Internal Revenue Agent. \ 

\ 

77 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 

Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on review 

v. 

Rector & Davidson, respondent on review 

Statement of evidence 

This cause came on for hearing before the Honorable John A. 
Tyson, Member of the United States Board of Tax Appeals on Feb¬ 
ruary 23, 1938, at Dallas, Texas. Eustis Myres. Esq., and Willis E. 
Gresham, Esq., appeared for Rector and Davidson, the taxpayer 
herein, and Ralph E. Smith for the Commissioner of Internal 
Revenue. 

Upon oral motion of Mr. Myres, and without objection on the part 
of counsel for the Commissioner, the two cases Docket Nos. 79346 and 
84517, were consolidated for hearing. 

Without objection the taxpayer was granted leave to file an 
amended petition in respect to Docket No. 84517 and the counsel for 
the Commissioner was granted leave to note for the record a general 
denial to the allegations of the amended petition. 

Thereupon counsel for taxpayer offered and there was received in 
evidence a copy of an oil and gas lease from Ollie T. Bright- 

78 well, and others to J. R. Webb, dated February 28, 1931, 
which was marked “Petitioners Exhibit No. 1,' ? and made 

a part of the record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence an oil and gas lease from Millie Odam, Guardian, to 
J. R. Webb, bearing date of March 25, 1931, which was marked 
“Petitioner’s Exhibit No. 2” and made a part of the record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence copy of an assignment of an oil and gas lease from 
J. R. Webb to O. M. Rector and Robert Davidson, bearing date of 
May 18, 1931, which was marked “Petitioner's Exhibit No. 3” and 
made a part of the record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence an assignment of an oil and gas lease from Rector and 
Davidson to Mrs. John Henry French dated May 23. 1931, which was 
marked "Petitioner’s Exhibit No. 4“ and made a part of the record. 
Thereupon counsel for taxpayer offered and there was received in 
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evidence a copy of an assignment of an oil and gas lease from Robert 
Davidson to Harold M. Davidson bearing date of May 4, 1934, which 
was marked ‘‘Petitioner’s Exhibit No. 5” and made a part of the 
record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence a copy of an affidavit which had been duly recorded as 
i a muniment of title in the deed records of Rusk County, Texas, 

79 the affidavit being made by O. M. Rector and Robert Davidson 
and acknowledged by both and dated February 7, 1933, which 

was marked “Petitioner’s Exhibit No. 6” and made a part of the 
record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence copy of an assignment of an oil and gas lease from 
Robert Davidson to J. R. Webb and dated May 1, 1933. which was 
marked “Petitioner’s Exhibit No. 7” and made a part of the record. 

Thereupon counsel for taxpayer offered and there was received 
in evidence a copy of an assignment of oil and gas lease from O. M. 
Rector and Robert Davidson to J. R. Webb dated May *21, 1933, 
which: was marked “Petitioners Exhibit No. 8” and made a part of 
the record. 

Thereupon counsel for the taxpayer offered and there was received 
in evidence a copy of an oil and gas lease from O. M. Rector and 
Robert E. Davidson to Charles Hagins dated May 1, 1933, which was 
marked “Petitioner’s Exhibit No. 9“ and made a part of the record. 

Thereupon counsel for taxpayer offered and there was received in 
evidence a copy of an assignment of an oil and gas lease from Harold 
M. Davidson to F. and O. Meatier, dated February 2G, 1933. which 
was marked “Petitioner’s Exhibit No. 10” and made a pan of the 
record. 

Thereupon counsel for taxpayer offered and there was received in 
evidence copy of an assignment of an oil and gas lease from Charles 
Hagins to Miss Edna Webb dated February 21, 1934, which 

80 was marked “Petitioner's Exhibit No. 11” and made a part 
of the record. 

Thereupon there was offered and received in evidence a copy of 
an assignment of oil and gas lease from O. M. Rector, J. R. Webb, 
Charles Hagins, and H. L. Meaders. and some 40 others whose names 
appear on the copy to Fred F. Upchurch, dated September 15. 1934, 
which was marked “Petitioner's Exhibit No. 12” and made a part 
of the record. 

Thereupon counsel for taxpayer offered and there was received in 
evidence a copy of a drilling contract between Rector and Davidson 
and B. F. and W. N. Henderson, dated Noveml>er 0, 1933, which was 
marked “Petitioner’s Exhibit No. 13” and made a part of the record. 

Thereupon (). M. Rector was called as a witness by and on behalf 
of the taxpayer and having been duly sworn was examined and 
testified as follows: 

Direct examination by Mr. Myres: 

I am O. M. Rector, one of the petitioners in these proceedings. 
Mr. J. R. Webb. Charles Hagins. Robert Davidson, and myself pur¬ 
chased an oil and gas lease in Rusk County. Texas, from Brightwell 
estate. After we had purchased the lease the next question was 
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developing the property and drilling a well on it. I live in Corsicana, 
Texas. Mr. Hagins and myself went over there on just as 

81 much a sightseeing trip as anything else. I ran across an 
acquaintance of mine over there that pointed out this particu¬ 
lar little tract of 2% acres. It is a rather small oil lease: it hap¬ 
pened to be a little tract of the Brightwells; they had other land 
besides this that had all been leased except this, a little tract that 
had been purchased for a road outlet; it was nil separate from the 
other tracts that they owned, and this gentleman pointed it out to 
me and told me about it, that it was open to lease; and we went over 
to the Brightwell place and I talked with one of the heirs, Ollie 
Brightwell. whose name you just read a little while ago. and started 
trading with him, and followed it on up, and finally traded with all 
of them, and Mr. Webb, Mr. Hagins, Mr. Davidson, and myself had 
all been friends, we had known each other quite a long while, and no 
one of us bv ourselves was able to develop the property and we, 
among ourselves, decided we would all go in together on it. buy the 
lease. We had the lease made in the name of J. R. Webb; it was 
taken in the name of J. R. Webb. We each contributed equally in 
four ways to the purchase of the lease. That is evidenced by an 
affidavit of Rector and Davidson, dated February 7, 19:13, which has 
been introduced into the record here (as Exhibit G). We signed that 
to make of record the fact that Rector, Davidson, Webb, and Hagins 
all owned this lease equally. After we acquired the lease we decided 

to sell approximately one-sixth interest to get the money to 

82 develop it or to help us together on the expense of drilling a 
well. There was no obligation under the terms of the lease to 

drill a well within a certain time, but naturally that is what we bought 
it for. It was practicallv proven acreage at the time we purchased it. 
We went about raising the money bv each of us contacting friends 
and acquaintances. They were all nearby neighbors, people who had 
known us. We did not carry on any advertising campaign to raise 
any money. We did not attempt to form any syndicate to develop 
this property. We wrote no letters to raise money. Our friends 
came in with us as partners in a certain proportionate interest. Mr. 
Webb being an elderly gentleman, and he had considerable business 
of his own. Mr. Hagins the same way, each of us had some little 
business, and Mr. Davidson and I did: so it looked like we had more 
time to fool with it than the others did. I have had some experience 
in the. drilling end of the business, Mr. Davidson in the bookkeeping 
end: it was suggested first that Mr. Davidson take it. and he didn't 
want to take it all himself, and then it was suggested I take it, and 
I felt the same way about it, and then it was suggested we both take 
it for the convenience of carrying on the affairs, and we took it in 
the name of Rector and Davidson. None of the other four had had 
any experience in the oil business. The lease was then transferred 
into the name of Rector and Davidson. We gave the various friends 
who came in with us an assignment, in standard form, together with 
a power of attorney. 

83 We divided the lease up into 3G0th parts. Each of the four 
of us retained 7 %Goths and we disposed of "% (J0 ths or one- 

fifth. About 43 of our friends came in to take the "% co ths. A 
record was kept of that. 
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I drilled the well and the oil proceeds from that were distributed. 
I drilled a second well and that produced. That was a rather small 
tract of land. Then the matter came along of getting a permit under 
the Texas laws for the drilling of a third well. A contract was made 
with Mr. Upchurch to drill the third well for a half interest in it— 
that was a half interest in the third well. That was an original con¬ 
tract. When we discussed it among ourselves with Mr. Upchurch, 
and the difficulty of separating the one-lmlf of the oil from the third 
well, we then decided a half interest in the one well was equivalent to 
a one-sixth interest in the three wells. We all discussed it and decided 
for convenience and to save setting a second battery of tanks we would 
always have our interest proportionate to allow for Mr. Upchurch’s 
interest through the property, and all the oil could be produced in one 
battery of tanks. And pursuant to that decision of the partners an 
assignment was made to Mr. Upchurch on September 15, 1934, of a 
one-sixth interest in the total lease. That then changed our denomi¬ 
nator of 360ths to 432nds, so that left the four original partners hav¬ 
ing the same proportionate interest as they had had before. We con¬ 
tinued during the years 1932. 1933, and 1934 to operate this 

84 property and to produce oil from it in the same way as we had 
originally started out. We did not at any time change our 

method of doing business of operation. 

Further examination by Mr. Gresham: 

Witness continuing: 

The firm of Rector and Davidson has never engaged in any other 
character of business nor'has it joined in any other enterprise other 
than the development of this oil lease. The partners in this firm have 
never ^>een engaged together in any other enterprise. These partners 
nor the firm of Rector and Davidson own any other property. We 
are in the oil business in several different oil leases in our individual 
capacity. Mr. Davidson was in the insurance business but farming 
now. Air. Webb is in the tombstone business. Mr. Hagins runs a 
planing mill. These various other people who bought into this lease 
are school teachers, farmers, and merchants. None of them are in the 
oil business and never have been, all friends of either one of us four 
original partners. 

When we first bought this lease it was taken in name of J. R. Webb. 
We borrowed the money from the First State Bank at Corsicana to 
pay for the lease. Mr. Webb. Mr. Davidson. Mr. Hagins. and myself 
signed the note. Although we took it in the name of J. R. Webb we 
each owned a one-fourth interest. We financed the first well partly 
by selling these interests and borrowing some more money 

85 and some credit with the supply people. We divided it into five 
interests. The four of us then sold this one-fifth interest off to 

these various interest holders. And with that money, and with the 
money that I and Mr. Webb, and Mr. Davidson, and Mr. Hagins bor¬ 
rowed. and with supplies that we obtained on our credit. Mr. David¬ 
son's credit. Mr. Webbs credit, and Mr. Hagins’ credit, drilled the well. 
The four of us furnished a credit statement to the supply company 
and obtained a line of credit in the year 1931. It is a fact that all of 
these interests that went to make up this one-fifth that was sold off by 
us original four owners were all sold on the same day, May 27, 1931. 
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Rector and Davidson have since that date issued no such interest or | 
assignment. I know there has been some trading of those assignments j 
among the various interest holders: I am not so familiar with that end | 
of it as Mr. Davidson is. In the year 1933 we drilled the second well 1 
on the tract. 

We did some more borrowing to get money to drill the second well— 
that is, Messrs. Davidson, Hagins, Webb, and myself. We did get 
some more money from these 43 people who owned this small interest. 
Those who had it. put it in: and those who didn’t have it Iwn-rowed it. 
Mr. Meaders had bought in at that time from Harold Davidson. Mr. 
Meaders gave him a deed of trust to Mr. Webb to secure part of I 

86 the money. Mr. Webb advanced his part of the money or a j 
note and Mr. Meaders gave a deed of trust to secure him. We 

contacted these various 41 or 4*2 small interest holders to get con¬ 
tributions. We wrote them no letters but went to see them person- 
allv—that is the wav we did in the first one. We asked their consent 
to drill the second well and they ali gave their consent. In most 
cases they put up their money—those that had the money available, 
and if not, borrowed it. Each of those interest holders contributed 
their part. I think in my mother-in-law’s case. I loaned her the 
money—$50.00. Mr. Upchurch financed the third well. We all 
agreed to give Upchurch a one-fifth interest for drilling that well. 
Everybody was interested and we contacted them personally. We got 
their consent to go ahead and make that kind of contract with Mr. 
Upchurch. 

We had a power of attorney from them. We contacted them per¬ 
sonally because they had their interest in there just like we did and 
they were concerned just like we were. I contacted all and they gave 
their consent. Then Mr. Upchurch drilled the well. And we got the 
well about drilled and got ready to draw up the assignment, and we got 
to thinking we must have a second tank battery to draw the oil from 
that well so he could get his part of the oil. And we had to keep a 
separate set of books in order to do that. 

87 Well, as I stated there before, we found it would be neces¬ 
sary, in fact we knew it would be necessary, in order to get 

along with the oil people we would have to set another battery of 
tanks, which was an expense that wasn't necessary, and everybody was 
agreed that the interest could go through and through the property 
rather than a half interest in one well. 

It is a fact that in order to make the bookkeeping convenient, and 
to avoid the expense of setting up a separate tank battery, we gave 
Mr. Upchurch a one-sixth interest in three wells rather than a one- 
half interest in one well. We got the consent of our partners to do 
that. We contacted them all and got their consent personally. 

I have been in the oil business off and on some If) years. During 
those years I have had a good many dealings with pipe-line com¬ 
panies. Pipe-line companies do not like issuing small checks to 
various interest, holders in a great number of instances. I know of 
some that they would ask the several small interest holders to desig¬ 
nate someone to receive the check for the whole interest and then let 
them distribute* it. The Sinclair people in West Texas refused to 
issue any check smaller than $5.00. 


1 
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Bearing in mind all the experiences I have had with pipe-line 
companies, and what I know about accounting practices, and their 
refusal to issue small checks, and their preference for the 

88 designation of one or two individuals to receive the proceeds 
from oil runs, are the reasons I took authority from these 

small interest holders for Rector and Davidson to collect the money 
and to distribute it. It was a matter of necessity. 

By Mr. Gresham : 

Q. I will ask you whether or not if you hadn’t done that you 
could have sold vour oil without a pipe-line connection? 

Mr. Smith. Object as incompetent, irrelevant, and immaterial. 

The Member. That objection is sustained. 

Mr. Gresham. Note our exception; you may have the witness. 

Cross-examination by Mr. Smith : 

I was 49 years old the 9th day of December. This organization 
of Rector and Davidson arose through the acquisition of interest in 
an oil lease. It had never existed prior to that time and that was in 
1931. The organization of Rector and Davidson filed an income-tax 
return as a partnership in 1932. I think we filed a return for 1932. 
Mr. Davidson handled that end of the proposition. I examined this 
return you showed me before it was filed. I possibly know what is 
in the return. I am sure Mr. Davidson showed me the return. I 
could not say that I made a minute examination of it. I am sure I 
looked at it. . i 

I received a salary for 1932 and it appears in the return. 

89 It was for looking after the property over there, developing 
■ it, and getting the oil run; also looking after the physical 

properties—all on behalf of Messrs, Davidson, Webb, Hagins, and 
about 43 other interested parties and myself. I don’t know that I 
was any more manager of the organization of Rector and Davidson 
than Mr. Davidson. My work was going out on the lease, getting the 
property developed—running the oil. Mr. Davidson was out there 
on that lease some time. All my salary was for work I did on that 
lease for my so-called partners and 43 others. During that year I 
did lots of things to earn that salary. 

We had a new market, in those (lays there was no market scarcely, 
and I went to Dallas, I went to Fort Worth, I went to Houston. I 
went to San Antonio, I went to Wichita Falls, and all over, trying to 
find a market for the oil after we got our first well; up to that time 
I was there supervising it. looking after the tanks and inflow line 
and the general supervision of the lease. 

I would not say I was devoting my entire time during 1932 to the 
supervision of the business of Rector and Davidson—it was a good 
part of it. Mr. Davidson was another salaried man. In 1932 we 
both served out there for nothing part of the time and there was 
no salary attached to it. Mr. Davidson kept the books and records 
and did other odd jobs, running around here and there—whatever 
was necessary. I did the same work in 1933 and received a 

90 salary. Mr. Davidson kept books in 1933 and received a 
salary. 

No other "member of this organization received a salary. 
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We called no meetings at all. Whenever it was necessary to take 
up any matter we just went around and talked with them. We had 
no meetings. So far as I know there are no records of meetings of 
anything which occurred. 

If it became necessary to buy a union, a piece of pipe, or a wrench, 
and stuff like that, where it was a dollar or two dallars involved, I 
simply bought that myself without asking anybody about that. I 
didn’t have any authority, but I just simply bought it, knowing I 
wouldn’t lose over it. 

By Mr. Smith: 

Q. You admit you exercised the authority under the oil and gas 
lease ? 

Mr. Myres. I object. 

The Member. Objection overruled. 

Mr. Myres. Note an exception. 

The Witness. Yes. 

It was not our intention to have or form a syndicate. I believe 
Mr. Davidson secured the blank that we used in making the assign¬ 
ment of the lease. I don’t recall I had anything to do with it. I 
might have been present. 

I examined and read respondent’s “Exhibit A’" marked for identi¬ 
fication, before I secured the signature to it. The top line “As¬ 
signment of Oil and Gas Lease Brightwell Syndicate Lease 

91 No. 1*' meant to me more or less a name—something to iden¬ 
tify the project with. I did not purchase that name before 

we used "it. We continued to use it and had 43 assignments exe¬ 
cuted under that name and I signed each one of them. 

I bought several of the assignments thereafter—I rather think it 
was in 1934. When any one of these assignments was bought in, 
we did not call a meeting to determine whether or not the partner¬ 
ship should continue. It did not affect the organization by the as¬ 
signment of one of these unit holders in the lease; it would not af¬ 
fect the partnership. We didn’t consider it affected our organiza¬ 
tion; it did not effect any change in the partnership. Mr. Davidson 
kept the bank account and deposited the money. I have written 
some checks against it. Mr. Davidson and myself had authority 
to draw checks. I drew very few. They were signed “Rector & 
Davidson by O. M. Rector.” Mr. Davidson signed: “Rector and 
Davidson by Robert Davidson.” 

I did not put any official designation after my name of O. M. 
Rector. I have never seen one after Mr. Davidson's name. All the 
money that was received from the pipe line in 1932, 1933, and 19514 
went into the bank account under the name of Rector and Davidson. 
No deduction of any kind was made. We made settlement every 
thirty days. I don’t know what would be first paid from the 

92 receipts in the bank. Mr. Davidson generally ascertained the 
expenses for the past 30 days and then mailed out checks. 

Expenses would include salaries and operation of wells. They 
would not include the drilling of the wells. It is possibly true that 
every dollar that was disbursed for any purpose during the year 
1932" for Rector and Davidson was paid out of the one account of 
Rector and Davidson at the bank. 
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I doivt know of any reason why the same situation did not exist 
in 1933; and it is true that the same situation existed in 1934. 

I think after the expenses were deducted the balance was dis¬ 
tributed and it would be disbursed according to the proportion 
which not only the 43 unit holders held but also the four partners. 
So that it was a proportional distribution in accordance with a 
certain fraction: and during 1932. the basis, that the denominator 
was 360. I think that was the method of operation throughout the 
three years of 1932,1933, and 1934. 

One of the partners was a tombstone man. He took no active part 
in the management at all. All assignments were discussed with him 
just like they are with all the rest of them. Hagins was the other. 
He operates the planing mill. He was not an experienced oil man. 
As far as I know he never had anything to do with oil wells. The 
tombstone man had dealt in royalty and in leases. I could not say 
whether he ever had any practical experience in handling of an oil 
well. If a unit holder wanted to sell the interest he had in the 

93 Rector and Davidson lease, I did not go and get the consent 
of the other partners—I never did. I did not get the con¬ 
sent of the other 43 unit holders. I don't know to my knowledge 
where anybody's consent was ever gotten before any of these trans¬ 
fers that were made, either of an interest in a fifth, or an interest 
in a sixth part of 3G0ths. T don't know of any assignments made 
after the drilling of the third well in 1932. 1933, or 1934. There 
were some transfers but I don't recall which years. There may 
have been some instances where there were some transactions made 
in 1932, 1933, and 1934 by Rector and Davidson. 

Redirect examination by Mr. Gkesham: 

Q. Mr. Rector, I will ask you if that is not a true copy of an 
assignment that was made by Charles Hagins to Charles Upchurch 
on March 25. 1935. after the completion of the third well? 

A. I am sure it is. 

Mr. Smith. Just a moment: I ask that it be stricken out as ir¬ 
relevant to a year subsequent to the year in question; what was done 
in 1935 has nothing to do with what was done in 1934. 

The Member. Is that in 1935? 

Mr. Gresham. Yes. May I explain the purpose of this? Mr. 
Smith answered on cross examination if any interest was ever issued 
or signed by Rector & Davidson after the drilling of the third well, 
which was in September 1934—that is the date, Mr. Rector? 

94 The Witness. I believe it is. 

i Mr. Gresham. And Mr. Rector says not that he knows. For 
the purpose of refreshing his memory I want to show him a great 
many assignments that have been made by the enterprise by the 
various partners since that date. This is by way of rebuttal to his 
cross examination and we think it is perfectly legitimate testimony. 

Mr. Smith. Are you through? 

Mr. Gresham. Yes. sir. 

Mr. Smith. Now. if Your Honor please, you will recall that I 
specifically confined the question to that ]>eriod, 1932, ‘3 and : 4. sub¬ 
sequent to the drilling of the well, and I did not permit it to be 
wide open, I did confine it to that period and, in addition to the 
exhibits now before the Board. 
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Mr. Gresham. If that is the condition- 

The Member. That was plainly stated, but I do not remember I 
exactly about the limitation, so the objection will be overruled at 
the present time and an exception will be noted; if, however, on 
examination of the transcript of the record this evidence is regarded 
incompetent, it will l>e disregarded by the Member examining the 
transcript. 

Mr. Smith. Mav I renew my objection in the brief which I will 
file? 

The Member. Yes. You gentlemen understand the purport of my 
ruling? 

95 Mr. Gresham. Yes; you are admitting it for the present, 
but if on examination of the record } r ou think they are incom¬ 
petent. it will be excluded. 

The Member. Yes. and except ion will be granted to either side. 

Mr. Smith. That is satisfactory. 

Mr. Gresham. Yes, we will want an exception on our side in the 
event you exclude them, and I am sure Mr. Smith would, too. 

The Member. Yes. 

In accordance with the above understanding the Board received 
in evidence certain assignments execute ! after 1934 which were 


marked “Petitioner's Exhibits 14 to 2S‘ ? inclusive. Thereafter the 


Board entered the following order on November 28, 1938. 

“At the hearing petitioner introduced into evidence, as exhibits 
14 to 28. both inclusive, certain written assignments executed subse¬ 
quent to the taxable years, in 1935 and 193(5. Also, (). M. Rector, 
a witness for petitioner, was examined with reference to such assign¬ 
ments. Respondent's counsel objected to the admission in evidence 
of the assignments and to the examination of O. M. Rector with 
reference thereto. Final ruling was reserved. 

“It is ordered that the objections be, and the same are herebv sus¬ 
tained, and petitioner is granted an exception to such ruling. ,v 


By Mr. Myres: 

Q. Mr. Rector. Mr. Smith questioned you at some length about 
the salary that you received during the years 1932, 1933 and 
9G 1934 from Rector and Davidson; 1 presume that Mr. Smith 
had in mind that possibly Rector and Davidson were paying 
you as an officer of the organization: I will ask you this, where you 
had a producing lease was it necessary to have a superintendent or 
somebody in charge of that property to devote their time to it? 

Mr. Smith. If your Honor please. I object to the question as in- 
conqjetent, irrelevant, and immaterial as applied to this case. He 
has testified as to what he was and what he is, and I haven’t asked 
him whether he was superintendent or anything. 

Mr. Myres. He has just told what he did and what he was paid 
for. 

The Witness. No. 

The Member. Well, to that the objection is overruled. 


By Mr. Myres: 

Q. Did Rector and Davidson pay anyone else for such services as 
would have been necessary in operating that lease and supervising 
it? 


1559G1—39- 


4 
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A. No. 

Mr. Smith. I again object, as incompetent, irrelevant, and imma¬ 
terial, and ask that it be stricken out. 

The Member. I will overrule the objection. 

Mr. Smith. May we have exceptions? 

The Member. Yes. sir; I don't think it is material at all. 

Mr. Mykes. That is all. 

Recross examination by Mr. Smith : 

I filed a personal income tax return and I reported that salary 
from Rector and Davidson as income. I don't remember that I 
reported it as having been received from Rector and Davidson. 

97 jl may have. The witness looking at his 1932 return, continued: 
That says “Rector and Davidson. Corsicana, Texas, $1,285.” 

I don't recall what that $680 was for but I reported it as income. 

The witness looking at his 1933 return continued: That doesn't seem 
to be salary there. I don't say that the $2,216.87 is salary. I can not 
tell you whether that is income off the lease or salary. The 1934 
return shows the $3,186.00 the same way as the other; it is entered 
the same as the other. 

Redirect examination by Mr. Gresham: 

I do not know whether that was salary or income for oil. I ab¬ 
solutely never drew as much as $3,100.00 in one year. The biggest 
salary I ever drew was $175.00 and I volunteered to cut it back to 
$150.00. I rather think that amount is from oil runs. 

Thereupon Robert Davidson was called as a witness by and on 
behalf of the taxpayer and having been duly sworn was examined 
and testified as follows: 

98 Direct examination by Mr. Myres: 

I am Mr. Davidson of Rector and Davidson, and one of the 
partners in an oil lease in Rusk County, Texas. In 1931 I had known 
Messrs. Rector, Webb, and Hagins for 15 or 20 years. We had been 
friendly for a number of years. When they taiked to me about the 
lease I came in with them and put up my part of the credit, which 
would be the same as money. I signed that note which we bought 
it with. In the beginning I did work for the partnership. 

During the time we were drilling this first well over there I stayed 
on the lease and did whatever I could do around there, running er¬ 
rands. hauling pipe, laying lines, or whatever was necessary to be 
done in the work over there. I have had very little experience in the 
oil business. I had owned some interest in a corporation which was 
dealing in oil. I was experienced in fire insurance at that time. I 
had kept my own records in the insurance agency. I am not a certi¬ 
fied public accountant. I have not taken a course in accounting. 
When it fell to rnv lot to handle the conduct of the books of Rector 
and Davidson, I (lid not get a certified accountant to set up a set of 
books for us. I did not get any advice from anyone about it. I 
just used my best horse sense at the time about getting some books 
and getting the things down there as they happened. Any terms I 
used there may have a particular significance to me in the wav I made 
entries and set up columns: I don't know that they would have 

99 to somebody else, an accountant who was used to keeping books 
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and making certain terms; to me they meant certain terms. I don 
know whether you have any particular thing in mind. I made th^ 
returns for Hector and Davidson. I have never had any course ojf 
training in preparing income-tax returns. I have some items liste<jl 
as “dividends.” I didn't know dividends had to come from a corpol- 
ration. It was my opinion, that always has been, that any divisioiji 
of profits was a dividend regardless of where it came from. 

Thereupon O. M. Rector was recalled for the taxpayer and furthei* 
testified as follows: 


Redirect by Mr. Gresham : 

There were no meetings of the various owners of what is known a^ 
Rector and Davidson Brightwell lease; we would contact each other 
on the street, or just in a casual way, but no called meetings, if that 
is the question. In other words, we never had any meetings. Wej 
kept no minutes to my knowledge. We did not keep anything like a| 
stock book. It is a fact that the only records I kept were the books 
of account that were kept by Mr. Davidson. 


Cross examination by Mr. Smith: 

I have seen the return showing the receipts in addition to salary 
from Rector and Davidson. There seems to be an error in the 
return. 

100 Q. I am speaking generally now; it is true that your returns 
do show, I think for the purpose of not confusing Mr. Rectors 

statement, and that the record may be straight, we will offer the indi¬ 
vidual tax return because that checks with Rector and Davidson, not 
that there is any claim that there was a mistake, but that his memory 
is faulty. Now, with reference to your return for .1934, under No. 1, 
Salaries, Wages, Commission Fees, and so forth, it is designated as 
North Beaton Water Plant, $*2,100; now, as a matter of fact, Mr. 
Rector, that was a salary from Rector & Davidson, was it not, and not 
from the North Beaton Water Plant, merely a mistake in making the 
return ? 

A. That don’t sound like it, Mr. Smith; it sounds more like it would 
be my income from the water plant. 

Q. I will show you the return. 

A. What salary was I getting in 1934? Mr. Smith, I will tell 
you. Mr. Brown made this report, and he is an old income tax agent, 
a former employee of the Federal Government ; I paid him for mak¬ 
ing that return, I thought it was Mr. Davidson, Mr. Davidson made 
all of them, I think, except Mr. Brown. 

Mr. Smith. Then, if Your Honor please, when we offer our case 
we will offer the return of Mr. Rector and also Rector and Davidson, 
and I have also the return of the North Beaton Water Plant, showing 
where they came from. 

101 The Witness. I do own a little water plant, the North Beaton 
Water Plant, outside of Corsicana, which seems to be an error 

of Mr. Brown’s. 

Mr. Smith. I think that will clear the matter up. 

The Member. Now, get it in the record. 

Mr. Smith. The transactions of the North Beaton Water Plant 
appear in the tabulation in your income tax return which speaks for 
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itself, and your income tax return taken in connection with the part¬ 
nership return of Hector and Davidson, there is a discrepancy of 
only $100.00. we won't raise that question, and that all connects to 
show that when the return was made North Beaton Water Plant 
$2,100.00 salary was a mistake, so I just wanted to make that state¬ 
ment that when we come to discuss Mr. Rector's testimony that we get 
the record straight. 

The Membkr. What has he stated in response to your statement 
made there ? 

The Witness. I said, if Your Honor please, it looked like an error 
in the way the returns were set up. 

Thereupon Fred Upchurch was called as a witness for the taxpayer 
and having been duly sworn, was examined and testified as follows: 

Direct examination by Mr. Gresham: 

I drilled the third well on the Hector and Davidson lease in 
10:14. I paid for it mvself. I had to. The bill for supplies 

102 spid the cost of drilling, etc., were paid through tlie Rector and 
Davidson account: I had nothing to do with it then. Rector 

and Davidson had nothing whatsoever to do with the payment of 
those accounts. I employed a drilling contractor, a rig. and put up 
a derrick, and not one portion of it went through the account of 
Rector and Davidson, or the so-called partnership of Rector and 
Davidson. 

Certainly I have been called on from time to time in 19:14 to pay 
my proportionate part of the drilling expend of the lea^e. I came 
into it in September 1934. I paid my part of the expense direct and 
received my income direct. During the rest of 1934, after I drilled 
the well in the late summer, when I got my bills for mv part of the 
expense. I settled them myself. I had a one-sixth interest, and shortly 
thereafter I sent my checks over to them for my part of the expense 
and got my part of the run. 

Cross examination by Mr. Smith : 

I filed an income tax return for 1934. I don't know anything about 
tax returns myself. I am sure if I made any income out of it that 
year it reflected it. I know I paid out $10.00(>.0() after September 
1934—in September and October—for the derrick and the drilling 
contractor and I bought supplies, paid the supply house. I paid 
nothing to Rector and Davidson. I don’t know just where it went. 
I paid nothing to Rector and Davidson in 1934 for drilling the well; 
they had nothing to do with it. 

103 Yes I paid one-sixth of all the expenses after September 
1934 to Rector and Davidson. I don't recall how much that 

was. I paid my part of Mr. Rector’s salary, he was getting $150.00 
for supervising the lease; and Mr. Davidson, he was getting. I think 
$35.00. for keeping the books. I began paying my part of the ex¬ 
pense from the third day the well came in in October. The first two 
or three months—I don’t just recall—whether I paid it. or whether 
it was just deducted—it might have been handled just like the 
others for the first two or three months. It was probably handled 
just like the others for the first two or three months. 
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TAXPAYER RESTS 

Thereupon the counsel for the Commissioner offered and there was 
received in evidence the form of an assignment (previously iden¬ 
tified as Respondent's Exhibit A3 which was marked ‘“Respondent’s 
Exhibit A'’ and made a part of the record. 

Thereupon, counsel for the Commissioner offered and there was 
received in evidence the partnership return of Rector and Davidson 
for the calendar year 132, which was marked “Respondent’s Exhibit 
B’’ and made a part of the record (the said exhibit had previously 
been identified as Respondent’s Exhibit B). 

Thereupon, counsel for the Commissioner offered and there was 
received in evidence the partnership return of Rector and 

104 Davidson for 1933 (previously marked for identification Res¬ 
pondent’s Exhibit C), which was marked “Respondent’s Ex¬ 
hibit C” and made a part of the record. 

Thereupon counsel for Commissioner offered and there was received 
in evidence the partnership return of Rector and Davidson for 1934 
(previously marked for identification Respondent’s Exhibit D) which 
was marked “Respondent’s Exhibit D” and made a part of the record. 

Thereupon counsel for Commissioner offered and there was re¬ 
ceived in evidence the individual income tax returns of O. M. Rector 
for the calendar years 1932, 1933 and 1934 (which were previously 
marked for identification as Respondent’s Exhibits “E”, “F”, “C’’, 
respectively) and were marked “Respondent’s Exhibit E”, “Respond¬ 
ent's Exhibit F*’, and “Respondent’s Exhibit C’’, respectively, and 
made a part of the record. 

Thereupon Robert Davidson was recalled by taxpayer in rebuttal 
and testified as follows: 

Direct examination by Mr. Gresham: 

The assignment form (Respondent’s Exhibit A) was used to trans¬ 
fer or assign interest from O. M. Rector and Robert Davidson as 
Rector and Davidson to various parties who bought interests in their 
lease in Rusk County, Texas. And it states the form that was used to 
assign the interest under the one-fifth that was used for the pur- 

105 pose of raising money to drill the first well. It was never used 
except for the sale of those interests. 

Q. I will ask you whether or not it was ever used for any 
other purpose; I will ask you whether or not it was ever used in 
trades of assignments between you and those to whom you sold your 
original one-fourth between Rector, or between Webb and Hagins, 
or any of those other parties? 

A. It was never used except for the sale of those interests. Forty- 
three of these assignments were made. 

Those assignments were made on May 23. 1931. All were made on 
that one day. I have never made any since then. They were made 
in Corsicana. Texas. Rector and Davidson does not maintain an 
office in Coriscana. They did not maintain an office anywhere else. 
I kept the firm's books in my home. I don't have an office at my 
home. Rector and Davidson never had an office. I never kept any 
minutes of any meetings of the partners. There were no meetings. 
I never kept any stock books or list. There was no stock. I kept 
records on the ledger sheets of sales of interests of those parties to 
whom they were sold. The ledger sheets are in our general ledger. 
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Cross exmination by Mr. Smith: 

I transacted all of the business of Rector and Davidson that I 
transacted from my home. I was the bookkeej>er and the records 
were kept in my home. I did not have a safe. There were 43 assign, 
ments on this form (Respondent’s Exhibit A). Somebody gave us 
that form over in East Texas, unfortunately. I know of more 
10G than one Brightwell Lease Syndicate Xo. 1. It is on the same 
site of the Bright well lease in Rusk County, Texas. The same 
farm that this one is located. I think it was known as Brightwell 
Lease Syndicate X'o. 1. I do not know of any other Rector and 
Davidson Brightwell Lease Svndicate Xo. 1. 

Redirect examination by Mr. Gresham : 

There is no other Rector and Davidson Brightwell Lease Syndicate 
Xo. 1. 

This; other syndicate I speak of is an entirely different group of 
people. It adjoins this one. Rector and Davidson does not have a 
seal and never had one so far as I know. I have never used one. 
I have no interest in the lease at this time. 

I sold 7/360ths to my brother Harold. The other 2/3G0ths were 
sold to Mr. J. R. Webb. 

(Hearing concluded.) 

EXHIBITS 


The exhibits marked “Petitioners Exhibits 1. 2. 3. 4. 5. G. 7, 8, 
9. 10. 11. 12. 13“ and marked “Respondent's Exhibits A. B, C, D, 
E. F. G“ referred to in this statement of evidence, are made 
a part hereof, and copies of the aforesaid exhibits are attached 
hereto. 

107 The foregoing evidence is all of the material evidence ad¬ 
duced at the hearing before the Board of Tax Appeals, and 
the same is approved bv the undersigned. J. P. Wenchel. Chief Coun¬ 
sel. Bureau of Internal Revenue, as attorney for the Commissioner 
of Internal Revenue. 

I J. P. Wenchel. 

' J. P. Wenchel. 

Chief Counsel. 

Bureau of Internal Ilerenue* 

The foregoing is all of the material evidence adduced at the hear¬ 
ing before the Board of Tax Appeals, and the same is approved by 
the undersigned, as attorney for the respondent on review. 


Attorney for Respondent on Recimr. 

The foregoing is all of the material evidence adduced at the hearing; 
and in order that the same may be preserved and made a part of the 
record, this statement of evidence is duly approved and settled this 
_day of- 


Member. United States Board of Ta-r Appeals. 

Approved and ordered filed this 1st day of June. 1939. 

(S) John A. Tyson, Member. 

CRM/cm. 
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108 ICopy] 

Petitionerx' Exhibit No. 1 

(ADMITTKI) IN EVIDENCE) 

BTA—Docket Nos. 79340-84517—February 23, 1938 

Ollie T. Brightwell, et al. to J. R. AVebb_ 

Oil and Gas Lease. Dated Feb. 28th, 1931. Filed March 11th, 
1931. Recorded: VI. 180. page 395, Rusk County Deed Records. 

This agreement made this 28th day of February 1931 between 
Ollie T. Brightwell, a single man. Earnest B. Brightwell. a single 
man. AV. J. Brightwell and wife, Beatrice Bright well, AA 7 . N. Bright- 
well and wife, Ella Mae Bright well, Fannie Bright well Grimes, 
joined by her husband, J. AA\ Grimes, Leona Bright well Grumbling, 
joined by lier husband, Bradford Grumbling, Oleta Bright well 
Wright, joined by her husband. A. F. AV right, Mollie Bright well 
Odom, joined by her husband, Harvey Odom, save and except Elsie 
Jewell Brightwell. a minor, being all the heirs of AA\ P. Briglitwcll 
and wife, Arah Brightwell, deceased, Lessor (whether one or more), 
and J. R. AA'ebb, Lessee, witnesseth: 

1. Lessor in consideration of Two Thousand Three Hundred Thirty- 
Three and 67/100 Dollars ($2,333.07) in hand paid, of the royalties 
herein provided, and of the agreements of lessee herein contained, 
hereby grants, leases and lets exclusively unto lessee for the purpose 
of investigating, exploring, prospecting, drilling, and mining for 
and producing oil. gas, and all other minerals, laying pipe lines.build¬ 
ing tanks, power stations, telephone lines, and other structures thereon 
to produce, save, take care of, treat, transport, and own said products, 
and housing its employees, the following described land in Rusk 
County, Texas, to-wit: 

Being 2% acres of land, more or less, situated in the County of 
Rusk. State of Texas, and constituting a part of the head right of 
R. E. AA’ynne about sixteen miles Northwest of Henderson, described 
by metes and bounds as follows: 

Beginning at the northwest corner the same being Southwest corner 
of AV. P. Brightwell home place a hickory brs 77 E 12 links, a 
Sweet Gum brs S 70 E 40 links. 

109 Thence E 170 vrs. a mulberry brs N 72 AA’ 3 links, a 
hickory brs N 71 E 9 links. 

Thence S 23 AA 7 est 177 vrs. a hickory brs X 37 E 9 links a hickory 
S 70 E 19 links. 

Thence X'. 32 AA 7 . 190 vrs. to the place of beginning, containing 2% 
acres, more or less. And being the same land conveyed bv warranty 
deed dated December 19, 1911, to AA’. P. Brightwell by C. Brightwell 
and wife, recorded in A r ol. 73. page 175. of the Deed Records of Rusk 
County, Texas, to which deed and the record thereof reference is 
hereby made for a more particular description of said land. 

2. Subject to the other provisions herein contained, this lease shall 
be for a term of five years from this date (called “primary term”) 
and as long thereafter as oil, gas, or other mineral is produced from 
said land hereunder. 
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3. The royalties to be paid Lessee are: (a) on Oil. one-eighth of 
that produced and saved from said land, the same to be delivered 
at the jwells or to the credit of Lessor into the pipe line to which the 
wells mav be connected: Lessee may from time to time purchase any 
royalty oil in its possession, paying the market price therefor pre¬ 
vailing for the field where produced on the date of purchase; (b) 
on gas. including casinghead gas or other gaseous substance, pro¬ 
duced from said land and sold or used off the premises or in the manu¬ 
facture of gasoline or other product therefrom, the market value at 
(he well of one-eighth of the gas so sold or used, provided that on 
gas sold at the wells the royalty shall be one-eighth of the amount 
realized from such sale. Where gas from a well producing gas only 
is not sold or used. Lessee may pay as royalty $50.00 per well j>er 
year, and upon such payment it will be considered that gas is being 
produced within the meaning of Paragraph 2 hereof; and (c) all 
other minerals mined and marketed, one-tenth either in kind or value 
at the well or mine, at Lessee's election except that on sulphur the 
royalty shall be fifty cents (50c) per long ton. Lessee shall have free 
use of oil. gas. coat. wood, and water from said land, except water 
from Lessors wells, for all operations hereunder, and the royalty on 

oil. gas. and coat shall be computed after deducting any so 
110 used. Lessor shall have the privilege at his risk and expense 

of using gas from any well on said land for stoves and inside 
iights in the principal dwelling thereon out of any surplus gas not 
needed for operations hereunder. 

4. If operations for drilling are not commenced on said land on or 
before one year from this date the lease shall then terminate as to 
both parties, unless on or before such anniversary date Lessee shall 
pay or tender to Lessor or to the credit of Lessor in Citizens National 
Bank at Henderson (which bank and its successors are Lessor's agent 
and shall continue as the depository for all rentals payable hereunder 
regardless of changes in ownership of said land or the rentals) the 
sum of Two and 63/100 Dollars ($2.63), (herein called rental), which 
shall cover the privilege of deferring commencement of drilling opera¬ 
tions for a period of twelve (12) months. In like manner and upon 
like payments or tenders annually the commencement of drilling op¬ 
erations may be further deferred for successive periods of twelve 
(12) months. In like manner and upon like payments or tenders 
annually the commencement of drilling operations may be further 
deferred for successive periods of twelve (12) months each during the 
primary term. The payment or tender of rental may be made by the 
check or draft of Lessee mailed or delivered to said bank on or before 
such date of payment. If such bank (or any successor bank) should 
fail, liquidate or be succeeded by another bank, or for any reason fail 
or refuse to accept rental Lessee shall not be held in default for failure 
to make such payment or tender of rental until thirty (30) days after 
Lessor shall deliver to Lessee a proper recordable instrument- naming 
another bank as agent to receive such payments or tenders. The down 
cash payment is consideration for this lease according to its terms and 
shall not be allocated as mere rental for a period. Lessee may at any 
time execute and deliver to Lessor or to the depository above named 
or place of record a release or releases covering any portion or por¬ 
tions of the above described premises and thereby surrender this lease 
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as to such portion or portions and be relieved of all obligations as to 
the acreage surrendered, and thereafter the rentals payable hereunder 
shall be reduced in the proportion that the acreage covered hereby is 
reduced by said release or releases. 

In this connection the above described premises shall be treated as 
comprising 2% acres, whether there be more or less. 

111 5. If prior to discovery of oil or gas on said land Lessee should 
drill a dry hole or holes thereon, or if after discovery of oil or 

gas the production thereof should cease from any cause, this lease 
shall not terminate if lessee commences additional drilling or re-work¬ 
ing operations within sixty (60) days thereafter or (if it be within the 
primary term) commences or resumes the payment or tender of rentals 
on or before the rental paying date next ensuing after the expiration 
of three months from date of completion of dry hole or cessation of 
production. If at the expiration of the primary term, oil, gas or 
other mineral is not being produced on said land but lessee is then 
engaged in drilling or re-working operations thereon, the lease shall 
remain in force so long as operations are prosecuted with no cessation 
of more than thirty (30) consecutive days, and if they result in the 
production of oil, gas or other minerals so long thereafter as oil, gas 
or other mineral is producted (produced) from said land. In the 
event a well or wells producing oil or gas in paying quantities should 
be brought in on adjacent land and within one hundred fifty (150) 
feet of and draining the leased premises, Lessee agrees to drill such 
offset wells as a reasonably prudent operator would drill under the 
same or similar circumstances. 

6. Lessee shall have the right at any time during or after the expi¬ 
ration of this lease to remove all property and fixtures placed by 
Lessee on said land, including the right to draw and remove all casing. 
When required by Lessor Lessee will bury all pipe lines below ordinary 
plot depth. 

7. The rights of either party hereunder may be assigned in whole 
or in part and the provisions hereof shall extend to the heirs, succes¬ 
sors and assigns, but no change or divisions in ownership of the land, 
rentals or royalties, however accomplished shall operate to enlarge 
the obligations or diminish the rights of Lessee. No sale or assign¬ 
ment by Lessor shall be binding on Lessee until Lessee shall be fur¬ 
nished with a certified copy of recorded instrument evidencing same. 
In event of assignment of this lease as to a segregated portion of said 
land, the rentals payable hereunder shall be apportionable as between 
the several leasehold owners ratably according to the surface acre of 
each, and default in rental payment by one shall not affect the rights 
of other leasehold owners hereunder. If six or more parties become 
entitled to royalty hereunder, Lessee may withhold payment thereof 
unless and until furnished with a recordable instrument executed by 

all such parties designating an agent to receive payment for all. 

112 8. The breach bv lessee of anv obligation hereunder shall 
not work a forfeiture or termination of this lease, nor cause a 

termination or reversion of the estate created hereby nor be grounds 
for cancellation hereof in whole or in part save as herein expressly 
provided. If the obligation for reasonable development should re¬ 
quire the drilling of a well or wells, lessee shall have ninety (90) days 
after ultimate judicial ascertainment of the existence of such obli¬ 
gation within which to begin the drilling of a well, and the only 
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penalty for failure to do so shall be the termination of this lease 
save as to ten (10) acres for each well being worked on and/or being 
drilled and/or producing oil or gas to be selected by lessee so that 
each 10-acre tract will embrace one such well. 

9. Lessor hereby warrants and agrees to defend the title to said 
land and agrees that lessee at its option may discharge any tax, mort¬ 
gage, or other lien upon said land and in event lessee does so, it shall 
be subrogated to such lien with the right to enforce same and apply 
rentals and royalties accruing hereunder toward satisfying same. 
Without impairment of lessee’s rights under the warranty in event 
of failure of title, it is agreed that if lessor owns an interest in said 
land less than the entire fee-simple estate, then the royalties and 
rentals to be paid lessor shall be reduced proportionately. 

In witness whereof, this instrument is executed on the date first 
above written. 

Fannie Bright well Grimes, J. W. Grimes, Oleta Bright- 
well Wright. Leona Bright well Gramling, W. M. 
Brightwell, Bradford Gramling, Mollie Brightwell 
Odom, Harvey Odom, W. J. Brightwell, Beatrice 
Brightwell, A. F. (his X mark) Wright, Ella Mae 
Brightwell, Earnest B. Brightwell, Ollie T. Bright- 
well. 

113 Tiie State of Texas, 

County of Cherokee: 

Before me, the undersigned, a notary public in and for said 
County and State, on this day personally appeared Harvey Odom and 
Mollie Brightwell Odom, his wife, both known to me to be the per¬ 
sons whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they each executed the same for the pur¬ 
poses and consideration therein expressed, and the said Mollie 
Brightwell Odom, wife of the said Harvey Odom, having been ex¬ 
amined by me privily and apart from her husband, and having the 
same fully explained to her. she. the said Mollie Brightwell Odom, 
acknowledged such instrument to be her act and deed and she de¬ 
clared that she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish to re¬ 
tract it. 

Given under mv hand and seal of office this the 28th dav of Feby. 
A. D. 1931. 

[l. s.] Dudley B. Lawson, 

Notary Public in and for Cherokee County . Texas. 
State of Texas. 

County of Rusk: 

Before me the undersigned, a Notary Public in and for said County 
and State, on this day personally appeared Ollie T. Brightwell, 
known to me to be the person whose name is subscribed to the fore¬ 
going instrument, and acknowledged to me that he executed the same 
for the purposes and consideration therein expressed. 

Given under mv hand and seal of office this the 2Sth dav of Feb. 
1931. 

[l. s.] G. S. Jones, 

Notary Public in and for Rusk County , Texas. 
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114 State of Texas, 

County of Rusk: 

Before me, the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared Earnest B. 
Brightwell, known to me to be the person whose name is subscribed 
to the foregoing instrument, and acknowledged to me that he exe¬ 
cuted the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the 28th day oft Feb. 
1931. 

[l. s.] G. S. Jones, 

Notary Public in and for Rusk County , Texas. 

State of Texas, 

County of Rusk: 

Before me, the undersigned, a Notary Public in and for said county 
and State, on this day personally appeared W. J. Brightwell ana 
Beatrice Brightwell, his wife, both known to me to be the persons 
whose names are subscribed to the foregoing instrument, and ac¬ 
knowledged to me that they each executed the same for the purposes 
and consideration therein expressed, and the said Beatrice Bright- 
well. wife of the said W. J. Brightwell, having been examined by. me 
privily and apart from her husband, and having the same fully 
explained to her, she, the said Beatrice Brightwell, acknowledged 
such instrument to be her act and deed, and she declared that she had 
willingly signed the same for the purposes and consideration therein 
expressed, and that she did not wish to retract it. 

Given under my hand and seal of office this 28 dav of Feb. A. D. 
1931. 

[l. s.] G. S. Jones, 

Notary Public in and for Rusk County , Texas. 

State of Texas, 

County of Rusk: 

Before me. the undersigned, a Notary Public in and for said County 
and State, on this day personally appeared \V. N. Brightwell 

115 and wife, Ella Mae Brightwell, both known to me to be the 
persons whose names are subscribed to the foregoing instru¬ 
ment, and acknowledged to me that they each executed the same for 
the purposes and consideration therein expressed, and the said Ella 
Mae Brightwell. wife of the said W. N. Brightwell. having been 
examined by me privily and apart from her husband, and having the 
same fully explained to her, she. the said Ella Mae Brightwell, 
acknowledged such instrument to be her act and deed and declared 
that she had willingly signed the same for the purposes and consid¬ 
eration therein expressed, and that she did not wish to retract it. 

Given under my hand and seal of office, this 28 day of Feb. 1931. 

[ l. s.] G. S. Jones, 

Notary Public in and for Rusk County. Tex,as. 

State of Texas, 

County of Cherokee: 

Before me. the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared J. W. Grimes 



58 guy t. helvering, commr. vs. RECTOR AND DAVIDSON 


and Fannie Bright well Grimes, his wife, both known to me to be the 
persons whose names are subscribed to the foregoing instrument, and 
acknowledged to me that they each executed the same for the pur¬ 
poses and consideration therein expressed, and. she, the said Fannie 
Bright well Grimes, wife of the said J. W. Grimes, having been exam¬ 
ined by me privily and apart from her husband, and having the same 
fully explained to her. she. the said Fannie Brightwell Grimes, 
acknowledged such instrument to be her act and deed, and she de¬ 
clared that she had willingly signed the same for the purposes and 
consideration therein expressed, and that she did not wish to re¬ 
tract it. 

Given under my hand and seal of office this the 28 dav of Febv. 
1931. 

[l. s.] E. A. Gayden, 

Notary Public in and for Cherokee County. Texas. 

116 State of Texas. 

County of Rusk: 

Before me. the undersigned, a Notary Public in and for said 
County and State, on this day personally appeared Bradford Gram- 
bling. and Leona Brightwell Grumbling, his wife, both known to me 
to be the persons whose names are subscribed to the foregoing instru¬ 
ment. and acknowledged to me that they each executed the same for 
the purposes and consideration therein expressed, and she. the said 
Leona Brightwell Grumbling, wife of the said Bradford Granbling, 
having been examined by me privately and apart from her husband, 
and having the same fully explained to her. she, the said Leona 
Brightwell Granbling acknowledged such instrument to be her act 
and deed, and she declared that she had willingly signed the same for 
the purposes and consideration therein expressed, and that she did not 
wish to retract it. 

Given under my hand and seal of office this 28 day of Feb. 1931. 

[l. s.] G. S. Jones. 

; Notary Public, in and for Rusk County. Texas. 

State of Texas. 

County of Rusk: 

Before me. the undersigned, a Notary Public in and for said county 
and State, on this day personally appeared A. F. Wright and Oleta 
Brightwell Wright, his wife, both known to me to be the persons 
whose illumes are subscribed to the foregoing instrument, and acknowl¬ 
edged to me that they each executed the same for the purposes and 
consideration therein expressed and the said Oleta Brightwell W right, 
wife of the said A. F. Wright, having been examined by me privily 
and apart from her husband, and having the same fully explained to 
her. she. the said Oleta Brightwell Wright, acknowledged such in¬ 
strument to be her act and deed, and she declared that she had will¬ 
ingly signed the same for the purposes and consideration therein 
expressed, and that she did not wish to retract it. 

Given under mv hand and seal of office this 28 day of Feb. A. D. 
1931. 

[l. s.] G. S. .Tones. 

1 Notary Public , in and for Rusk County. Texas. 
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Petitioner*' Exhibit No. 2 


(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517—February 23, 103S 


Mollie Odom. Guardian to J. R. Webb. 

Oil, Gas & Mining Lease. Dated March 25, 1931. Filed March 
26, 1931. Recorded Vol. 186, pp. 105, Rusk County Deed Records. 

OIL, GAS AND MINERAL LEASE 

This agreement, made this 25tli day of March. 1931 between Mollie 
Odom, Guardian of Elsie Jewell Bright well, a Minor, lessor (whether 
one or more) and J. R. Webb, lessee, witnesseth: 

1. Lessor in consideration of Two Hundred Ninety-One and 66/100 
Dollars ($291.66) in hand paid, of the royalties herein provided, and 
of the agreements of lessee herein contained, hereby grants, leases and 
lets exclusively unto lessee for the purpose of investigating, explor¬ 
ing, prospecting, drilling and mining for and producing oil, gas and 
all other minerals, laying pipe lines, building tanks, power stations, 
telephone lines and other structures thereon to produce save, take 
care of. treat, transport, and own said products, and housing its em¬ 
ployees, the following described land in Rusk County, Texas, to-wit: 

(Here follows same description as in petitioners’ Exhibit No. 1.) 

2. Subject to the other provisions herein contained, this lease shall 
be for a term of five years, from this date (called “primary term”) 
and as long thereafter as oil, gas or other mineral is produced from 
said land hereunder. 

3. The royalties to be paid by lessee are: (a) on oil, one-eighth of 
that produced and saved from said land the same to be delivered at 
the wells or to the credit of lessor into the pipe line to which the wells 
may be connected; lessee may from time to time purchase any royalty 
oil in its possession, paying the market price therefor prevailing for 
the field where produced on the date of purchases; (b) on gas, includ¬ 
ing casing-head gas or other gaseous substance, produced from said 
land and sold or used off the premises or in the manufacture of gaso¬ 
line or other product therefrom, the market value at the well of one- 
eighth of the gas so sold or used, provided that on gas sold at the 

wells the royalty shall be one-eighth of the amount realized 
118 from such sale: where gas from a well producing gas only is 
not sold or used, lessee may pay as royalty $50.00 per well per 
year, and upon such payment it will be considered that gas is being 
produced within the meaning of Paragraph 2 hereof: and (c) on all 
other minerals mined and marketed, one-tenth, either in kind or value 
at the well or mine, at lessee’s election, except that on sulphur the 
royalty shall be fifty cents (50c) per long ton. Lessee shall have 
free use of oil, gas, coal, wood and water from said land, except water 
from lessor’s wells, for all operations hereunder, and the royalty on 
oil. gas. and coal shall be computed after deducting any so used. 
Lessor shall have the privilege at his risk and expense of using gas 
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from any "as well on said land for stoves and inside lights in the 
principal dwelling thereon out of any surplus gas not needed for 
operations hereunder. 

4. If operations for drilling are not commenced on said land on 
or before one year from this date the lease shall then terminate as to 
both parties, unless on or before such anniversary date lessee shall 
pay or tender to lessor or to the credit of lessor in Citizens National 
Bank at Henderson. Texas, which bank and its successors are lessor's 
agent and shall continue as the depository for all rentals payable 
hereunder regardless of changes in ownership of said land or the 
rentals (the sum of Only thirty cents Dollars ($30/100). herein called 
rental), which shall cover-the privilege of deferring the commence¬ 
ment,of drilling operations for a period of twelve (12) months. In 
like manner and upon like payments or tenders annually the com¬ 
mencement of drilling operations may be further deferred for suc¬ 
cessive periods of twelve (12) months each during the primary term. 
The payment or tender of rental may be made by the check or draft 
of lessee mailed or delivered to said bank on or before such date of 
payment. If such bank (or any successor bank) should fail, liqui¬ 
date. or be succeeded by another bank, or for any reason fail or 
refuse to accept rental, lessee shall not be held in default for failure 
to make such payment or tender of rental until thirty (30) days 
after lessor shall deliver to lessee a proper recordable instrument, 
naming another bank as agent to receive such payments or tenders. 
The down cash payment is consideration for this lease according to its 
terms and shall not be allocated as mere rental for a period. Lessee 
may at any time execute and deliver to lessor or to the depository 
above named or place of record a release or releases covering any 
portion or portions of the above described premises and thereby 
surrender this lease to such portion or portions and be relieved of all 
obligations as to the acreage surrendered, and thereafter the rentals 
payable shall lx 1 reduced in the proportion that the acreage covered 
thereby is reduced by said release or releases. In this connection the 
above described premises shall be treated as comprising 2% acres, 
whether there be more or less. 

5. If prior to discovery of oil or gas on said land lessee should 
! drill a dry hole or boles thereon, or if after discovery of oil or 

119 gas the production thereof should cease from any cause, this 
lease shall not terminate if lessee commenced additional drill¬ 
ing or re-working operations within sixty (60) days thereafter or 
(if it be within the primary term) commences or resumes the pay¬ 
ment or tender of rentals on or before the rental paying date next 
ensuing after the expiration of three months from date of comple¬ 
tion of dry hole or cessation of production. If at the expiration of 
the primary term oil, gas. or other mineral is not being produced 
on said land but lessee is then engaged in drilling or re-working 
operations thereon, the lease shall remain in force so long as opera¬ 
tions are prosecuted with no cessation of more than thirty (30) 
consecutive days, and if they result in the production of oil, gas, 
or other mineral so long thereafter as oil, gas, or other mineral is 
produced from said land. In the event a well or wells producing oil 
or gas in paying quantities should be brought in on adjacent land 
and within one hundred fifty (loO) feet of and draining the leased 
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premises, lessee agrees to drill such offset wells as a reasonably 
prudent operator would drill under the same or similar circum¬ 
stances. 

6. Lessee shall have the right at any time during or after the 
expiration of this lease to remove all property and fixtures placed by 
lessee on said land, including the right to draw and remove all casing. 
When required by lessor, lessee will bury all pipe lines below ordi¬ 
nary plow depth. 

7. The rights of either party hereunder may be assigned in whole 
or in part and the provisions hereof shall extend to the heirs, suc¬ 
cessors and assigns, out no change or divisions in ownership of the 
land, rentals or royalties, however, accomplished, shall operate to 
enlarge the obligations or diminish the rights of lessee. No sale or 
assignment by lessor shall be binding on lessee until lessee shall be 
furnished with a certified copy of recorded instrument evidencing 
same. In event of assignment of this lease as to a segregated portion 
of said land, the rentals payable hereunder shall be apportionable 
as between the several leasehold owners ratably according to the 
surface area of each, and default in rental payment by one shall 
not affect the rights of other leasehold owners hereunder. If six or 
more parties become entitled to royalty hereunder, lessee may with¬ 
hold payment thereof unless and until furnished with a recordable 
instrument executed by all such parties designating an agent to 
receive payment for all. 

8. The breach bv lessee of any obligation arising hereunder shall 

not work a forfeiture or termination of this lease nor cause a 
120 termination or reversion of the estate created hereby nor be 
grounds for cancellation hereof in whole or in part save as 
herein expressly provided. If the obligation for reasonable develop¬ 
ment should require the drilling of a well or wells, lessee shall have 
ninety (90) days after ultimate judicial ascertainment of the exis¬ 
tence of such obligation within which to begin the drilling of a 
well, and the only penalty for failure to do so shall be the termination 
of this lease save as to ten (10) acres for each well being worked 
on and (or being drilled and) or producing oil or gas to be selected 
by lessee so that each 10-acre tract will embrace one such well. 

9. Lessor hereby warrants and agrees to defend the title to said land 
and agrees that lessee at its option may discharge any tax, mortgage 
or other lien upon said land and in event lessee does so, it shall be 
subrogated to such lien with the right to enforce same and apply 
rentals and royalties accruing hereunder toward satisfying same. 
Without impairment of lessee’s rights under the warrant in event of 
failure of title, it is agreed that if lessor owns an interest in said 
land less than the entire fee simple estate, then the royalties and 
rentals to be paid lessor shall be reduced proportionately. 

In witness whereof, this instrument is executed on the date first 
above written. 

Mollie Odom, Gdn. 

State of Texas, 

County of Rusk: 

Before me, the undersigned, a Notary Public in and for the said 
County and State, on this day personally appeared Mollie Odom, 
guardian of the estate of Elsie Jewell Brightwell, a minor, known to 
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me to be the person whose name is subscribed to the foregoing instru¬ 
ment, and she acknowledged to me that she executed the same as 
guardian of the estate of Elsie Jewell Brightwell, a minor, and for 
the purposes and consideration therein expressed and in the capacity 
therein stated. 

Given under my hand and seal of office, this the 25 day of March 
1931. 

[l. s.] Willie Robinson, 

i Notary Public in and for Rusk County , Texas. 

[Copy] 

121 Petitioners ’ Exhibit No. 3 

(ADMITTED IN EVIDENCE) 

i BTA—Docket Nos. 79346-84517—February 23, 1938 

J. R. Webb to O. M. Rector and Robert Davidson. 

Instrument: Assignment O. & G. L. Dated May 18th, 1931. Filed 
May 20. 1931. Recorded Vol. 193, page 96, Deed Records, Rusk 
County, Texas. 

Whereas on the 28 and 25 day of February-March 1931, a 
certain oil and gas mining lease was made and entered into by and 
between Ollie T. Brightwell, et al. and Elsie Jewell Brightwell, a 
minors by Mollie Odom, Gdn., Lessor, and J. R. Webb, a single man, 
Lessee, covering the following described land in the County of Rusk 
and State of Texas, to-wit: 

(Here follows same description as in Petitioners’ Exhibit No. 1.) 

It is my intention to assign all my interest it being a full seven 
eighths C~/s) lease in the above described 2% acres tract of land in 
this assignment. 

Said lease being recorded in the office of the County Clerk in and 
for said County in Book Vol. 180. page 395. and Vol. 186, page 105. 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by J. R. Webb, a single man. 

Now. therefore, for and in consideration of One Dollar (and other 
good and valuable considerations) the receipt of which is hereby 
acknowledged, the undersigned the present owner of the said lease 
and all rights, thereunder or incident thereto does hereby bargain, 
sell transfer, assign, and convey all rights, title, and interest of the 
original lessee and present owner in and to said lease and rights 
thereunder in so far as it covers the above-described 2% acres tract 
of land, together with all personal property used or obtained in 
connection therewith to O. M. Rector and Robert Davidson, and their 
heirs, successors, and assigns. 

122 And for the same consideration the undersigned, for himself 
and his heirs, successors, and representatives, does covenant with 

the said assignee, their heirs, successors, or assigns, that he is the lawful 
owner of the said lease and rights and interests thereunder and of the 
personal property thereon or used in connection therewith; that the 
undersigned has good right and authority to sell and convey the same, 
and that said rights, interest, and property are free and clear from 


GUY T. HELVERING, COMMR. VS. RECTOR AND DAVIDSON 

T 

liens and encumbrances, and that all rentals and royalties due andl 
payable thereunder have been duly paid, and that the undersigned will 
warrant and defend the same against the lawful claims and demands} 
of all persons whomsoever. i 

In witness whereof the undersigned owner and assignor has signed' 
and sealed this instrument the 18th day of May 1931. 

J. R. Webb. 

The State of Texas. 

County of Navarro: 

Before me, the undersigned, a Notary Public in and for said County 
and State, on this day personally appeared J. R. Webb, known to me 
to be the person whose name is subscribed to the foregoing instrument, 
and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this 18 day of May A. D. 1931. 

[seal] Jno. R. Covington, 

Notary Public , Navarro County , Texas. 

123 [Copy] 

Petitioners' Exhibit No. J 

(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517—February 23,1938 

Rector and Davidson, By Robert Davidson, to Mrs. John Henry 
Bryant. Rusk County—Rector and Davidson—Brightwell Lease 
Syndicate No. 1. 

Assignment Dated May 23, 1931. Filed May 29, 1931. Recorded 
Vol. 174, pp. 336, Rusk County Deed Records. 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas O. M. Rector and Robert Davidson, operating as Rector 
and Davidson, are the owners of an oil, gas, and mining lease covering 
the following-described tract of land situated in Rusk County, Texas, 
to wit: 

(Here follows same description as in Petitioners’ Exhibit No. 1.) 

Said lease being recorded in the office of the county clerk in and for 
said county; and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by Rector & Davidson: 

Now, therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of the said lease 
and all rights thereunder or incident thereto, do hereby bargain, sell, 
transfer, assign, and convey unto Mrs. John Henry Bryant an undi¬ 
vided one three-hundred-sixtieths interest in and to all of the right, 
title, and interest of the lessee in so far as this instrument covers the 
above-described tract of land, together with all personal property 
thereto belonging, to have and to hold unto the said Mrs. J. Henry 
Brant, her heirs, successors, and assigns. 

153961—39-5 
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And for the same consideration the undersigned, for their 

124 selves and their heirs, successors, and representatives, does cove¬ 
nant with the said assignee, their heirs, successors, and assigns, 

that they are the lawful owners of the said lease and rights, interest, 
and appurtenances thereto belonging; that the undersigned has good 
rights and authority to sell and convey the same; and that said rights, 
interest, and property are free and clear from all liens and encum¬ 
brances. and that all rentals and royalties due and payable thereunder 
have been duly paid. 

1. In consideration of the grantee herein above named, purchasing 
this assignment and the leasehold property herein conveyed, Rector 
and Davidson hereby contract and agree to do the following things, 
to-wit: 

(a) To drill at their own cost and expense, one well on the lease 
above described; said well to be drilled to a depth of 3,800 feet 
unless granite in solid formation in its regular place is encountered 
at a lesser depth and in such quantities as to render it impenetrable; 
or unless oil or gas in paying quantities be encountered at a lesser 
depth. 

2. In consideration for Rector and Davidson doing the things set 
out and stipulated in the paragraph number “1” above and in subdi¬ 
vision “a” thereof, the owner and holder of this assignment agrees 
that Rector and Davidson shall operate said lease above described for 
the benefit of all the parties interested in said lease; and shall collect 
for all pipe line runs of oil from said lease and likewise collect all 
money to be received from the sale of gas from said lease; and after 
having paid all proper operating expenses, shall distribute and pay 
to the owners of said lease, such proportion of the remaining pro¬ 
ceeds as their respective interests in said lease shall entitle them to 
receive, according to the proportionate part of said lease they then 
own. 

3. It is further agreed by the parties hereto that the undersigned 
Rector and Davidson shall have the power at any time, in their 
discretion, to sell and dispose of all or any part of the above described 
lease-hold property on such terms and conditions and at such price 
as in their judgment shall seem best and proper, and the said Rector 
and Davidson, as a part of this sale, hereby reserve the power and 
right to make such sale or sales of all or any part of said property, 
and to transfer, convey and assign the same, and as an incident 
thereto, they shall execute and deliver all such written instruments 
as may be necessary or required to properly and legally convey and 
assign good title thereto, to the purchaser or purchasers thereof. 

And the said Rector and Davidson are, for the purpose of 

125 making such sale or sales, fully and completely authorized 
and empowered to sign the name of the grantee herein to 

any and all instruments that may be necessary to be executed and 
in all other respects to act in said grantee’s place and stead as said 
grantee’s attorney in fact, executing, acting and delivering such 
written instruments and muniments of title the same as grantee could 
do if personally present and executing and delivering the same in 
person, and in accepting and buying this assignment, the grantee 
herein does so with the express understanding that the said Rector 
and Davidson, as above stipulated and provided, may act as attorney 
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in fact for said grantee as above set out, the said grantee hereby rati¬ 
fying; and confirming all such lawful acts as the said Rector and 
Davidson shall do or cause to be done by virtue hereof. It is ex¬ 
pressly understood and agreed, however, that when said lease-hold 
property or any part thereof shall have been sold as herein provided, 
the said Rector and Davidson shall receive and distribute to each 
of the parties owning an interest in said lease-hold property or any 
part thereof, such proportionate part of the net proceeds derived 
from said sale as each of said parties shall be entitled to receive, 
according to the interest each of the parties respectively owns in 
said lease-hold property or part thereof. It is further agreed by and 
between the grantor and grantee herein that this instrument is to 
be effective as an assignment, transfer and conveyance of the interest 
herein described only when signed and acknowledged by the grantor 
herein. 

Rector and Davidson hereby reserve the right to pay all money due 
to the owner of the interest hereby assigned to the grantee herein 
unless they shall have received notice that the interest hereby as¬ 
signed has been sold and assigned by the grantee herein to some 
other person. All subsequent assignees of the interest herein as¬ 
signed shall take said interest subject to and be bound by the terms, 
covenants, agreements, and reservations herein contained. 

In witness whereof, the undersigned owner and grantor has signed 
this instrument this 23 day of May A. D. 1931. 

Rector and Davidson 
By Robert Davidson, Grantors . 

(Acknowledgment in statutory form.) 

126 [Copy] 

Petitioners’ Exhibit No. 5 

(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517— February 23, 1938 

Robert Davidson to Harold M. Davidson. 

Assignment of Oil and Gas Lease. Dated: May 4th, 1932. Filed: 
May 14th, 1932, at 10:10 A. M. Recorded: In Book —. Page —. 
Taken from the original instrument before recording, File No. 44731. 

Whereas, on. the 28 day of February 1931 and 25 day of March 
1931, a certain oil and gas mining lease was made and entered into 
by and between Ollie T. Brightwell, et al and Elsie Jewell Bright- 
well, a minor by Mollie Odom, Guardian, Lessors, and J. R. Webb, 
Lessee, covering the following described land in the county of Rusk 
and State of Texas, to-wit: 

(Here follows same description as in petitioner’s Exhibit No. 1.) 

Said lease being recorded in the office of the County Clerk in and 
for said County in book 180. page 395, and Vol. 186, p. 105; and 

Whereas, the said lease and all rights thereunder or incident thereto 
are now owned by Robert Davidson, to the extent of an undivided 
interest therein. 



66 GUY T. HELVERING, COMMR. VS. RECTOR AND DAVIDSON 


Now, Therefore, for and in consideration of $2,000.00 (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owner of the said lease, 
and all rights thereunder or incident thereto, does hereby bargain, 
sell, transfer, assign and convey all rights, title and interest of the 
original lessee and present owner in and to said lease and rights 
thereunder, in so far as it covers an undivided 7/36ths interest in 
and to the said oil and gas lease and the mineral leasehold estate; 
together with all personal property used or obtained in connection 
therewith to Harold M. Davidson and his heirs, successors and 
assigns. 

And for the same considerations, the undersigned for himself and 
his heirs, successors, and representatives does covenant with the said 
assignee his heirs, successors or assigns that he is the lawful owner 
of the above interest in said lease and rights and interests there¬ 
under and of the personal property thereon or used in connec- 

127 nection therewith: that the undersigned has good right and 
authority to sell and convey the same and that said rights, 

interest and property are free and clear from all liens and incum¬ 
brances, and that all rentals and royalties due and payable there¬ 
under have been duly paid, and that the undersigned will warrant 
and defend the same against the lawful claims and demands of all 
persons whomsoever. 

In Witness whereof, the undersigned owner and assignor has 
signed and sealed this instrument this 4th day of May 1932. 

Robert Davidson. 

The State of Texas, Comity of Dallas: 

Before me the undersigned authority in and for Dallas County, 
Texas, on this day personally appeared Robert Davidson, known 
to me to be the person whose name is subscribed to the foregoing 
instrument, and acknowledged to me that he executed the same for 
the purposes and consideration therein expressed. 

Given under my hand and seal of office this 4th day of May, 
A. D. 1932. 

[seal] Dorothy Dixon, 

Notary Public , Dallas County , Texas. 

128 [Copy] 

Petitioners’ Exhibit No. 0 

I (ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517—February 23, 1938 

O. M. Rector, et ah, to The Public. #843. 

Instrument: Affidavit. Dated Feb. 7th, 1933. Filed Feb. 9th. 1933, 
11 A. M. Recorded Vol. 229. Page 577, Rusk County Deed Records. 

RECTOR AND DAVIDSON, TO THE PUBLIC 

This is to advise the public that the partnership of Rector and 
Davidson, in the Rusk County, Rector and Davidson-Brightwell Lease 
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Syndicate No. 1 is composed of the following persons and interests i 
at this date. 

O. M. Rector. 72/3G0 interest; Robert Davidson, 2/3G0 interest; 
Harold M. Davidson. 70/300 interest; J. R. Webb, 72/3G0 interest; 
Chas. Hagins. 72/3G0 interest; and tlie remaining 72/3G0 interest is 
owned in various sums and amounts by several persons by assign¬ 
ments on special form of assignment of oil and gas lease, said persons 
being known in said partnership as unit holders. 

Witness our hands this 7th day of February 1933. 

O. M. Rector. 

Robert Davidson. 

State of Texas, Count)/ of Navarro: 

Before me, the undersigned authority, a notary public, in and for 
said county and State, on this day personally appeared O. M. Rector 
and Robert Davidson, known to me to be the persons whose names are 
subscribed to the foregoing instrument, and acknowledged to me that 
they executed the same for the purposes and consideration therein 
expressed. 

Given under my hand and seal of office, this 7th day of February 
1933. 

[l. s.] B. W. George, 

Notary Public, Navarro County, 7'exas. 

129 [Copy] 

Petitioners Exhibit No. 7 

(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79340-84517—-February 23, 1938 
Robert Davidson to J. R. Webb. 2i2759. 

Instrument: Assignment. Dated May 1st, 1933. Filed May 2nd, 
1933, 11 A. M. Recorded Vol. 234, page 443, Rusk County Deed 
Records. 


ASSIGNMENT OF OIL AND GAS LEASE 

Whereas, on the 28th day of February 1931 and 25th day of March 
1931 a certain oil and gas mining lease was made and entered into by 
and between Ollie T. Bright well, et ah, and Elsie Jewell Brightwell, 
a minor, bv Mollie Odom. Guardian, lessors, and J. R. Webfy Lessee, 
covering t)ie following described land in the County of Rusk and 
Staate of Texas, to wit: 

(Here follows same description as in petitioners’ Exhibit No. 1.) 

Said lease being recorded in the office of the County Clerk in and 
for said County in Book ISO, page 395 and Vol. 18G. p. 105; and 

Whereas, the said lease and all rights thereunder or incident thereto 
are now owned by Robert Davidson, to the extent of an undivided 
interest therein, such interest being an undivided 2/3G0ths interest 
therein, and being all of the interest owned by the undersigned 
therein. 




68 GUY T. HELVERING. COMMR. VS. RECTOR AND DAVIDSON 


Now, therefore, for and in consideration of $180.00 (and other good 
and valuable considerations), the receipt of which is hereby acknowl¬ 
edged. the undersigned, the present owner of the said lease and all 
rights thereunder or incident thereto, does hereby bargain, sell, trans¬ 
fer. assign, and convey all rights, title, and interest of the original 
lessee and present owner in and to said lease and rights thereunder, 
insofar as it covers an undivided 2/360ths interest in and to the said 
oil and gas lease, and the mineral leasehold estate, together with all 
personal property used or obtained in connection therewith to J. R. 
Webb and his heirs, successors, and assigns. 

And for the same consideration, the undersigned for himself, and 
his heirs, successors, and representatives, does covenant with the said 
assignee, his heirs, successors, or assigns, that he is the lawful owner 
of the above interest in said lease and rights and interests thereunder, 
and of the personal property thereon or used in connection therewith, 
that the undersigned has good right and authority to sell and convey 
the same, and that said rights, interest, and property are free and 
clear from liens and encumbrances, and that all rentals and royalties 
due and payable thereunder, have been duly paid, and the undersigned 
will warrant and defend the same against the lawful claims and 
demands of persons whomsoever. 

130 In Witness Whereof, the undersigned owner and releasor has 
signed and sealed this instrument this 1st day of May 1933. 

Robert Davidson. 

The State of Texas. County of Navarro: 

Before me. the undersigned authority, a Notary Public, in and for 
Navarro County, Texas, on this day personally appeared Robert 
Davidson, known to me to be the person whose name is subscribed to 
the foregoing instrument, and acknowledged to me that he executed 
the same for the purposes and consideration therein expressed. 

Given under inv hand and seal of office, this 1st day of May, 
A. D. 1933. 

[l. s.] B. W. George. 

Notary Public, Navarro County, Texas. 
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Petitioners' Exhibit No. 8 

(ADMITTED IN EVIDENCE) 

i BTA-Docket Nos. 79346-8451”—February 23, 1938 

O. M. Rector, et ol. to J. R. Webb, ir27Gl. 

Instrument: Assignment. Dated May 1st, 1933. Filed May 22nd, 
1933, 11 A. M. Recorded Yol. 235, page 101, Rusk County Deed 
Records. 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas, on the 2Sth day of February, 1931, and 25th day of 
March. 1931. a certain oil and gas mining lease was made and entered 
into by and between Ollie T. Brightwell, et al. and Elsie Jewell 
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Brightwell, a minor, by Mollie Odom, Guardian, lessors, and J. R, 
Webb, lessee, covering the following described land in the County of 
Rusk and State of Texas, to-wit: 

(Here follows same description as in petitioner’s Exhibit No. 1.) 

Said lease being recorded in the office of the County Clerk in and 
for said County in Book 180. page 395, and Vol. 186, p. 105; and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned bv O. M. Rector and Robert Davidson, et al. 

Now, therefore, for and in consideration of one dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of an undivided 
interest in and to the said lease and all rights thereunder or incident 
thereto, do hereby bargain, sell, transfer, assign, and convey all 
rights, title, and interest of the original lessee and the undersigned in 
and to said lease and rights thereunder, insofar as it covers an un¬ 
divided 7*2/360 interest in and to the said oil and gas lease and the 
mineral leasehold estate. 

* * * together with all personal property used or obtained in 

connection therewith to J. R. Webb, and his heirs, successors, and 
assigns. 

And for the same consideration, the undersigned for themselves 
and their heirs, successors, and representatives, do covenant with the 
said assignee, his heirs, successors, or assigns, that they are the lawful 
owners of an undivided interest in the said lease and rights and 
interests thereunder and of the personal property thereon or used in 
connection therewith: that the undersigned have good right and au¬ 
thority to sell and convey the same, and that said rights, interest, 
and property are free and clear from all liens and incumbrances, and 
that all rentals and royalties due and payable thereunder, have been 
duly paid. 

In Witness whereof, the undersigned owners and assignors have 
signed and sealed this instrument tins 1st day of May, 1933. 

O. M. Rector. 

Robert Davidson. 

(Acknowledgment in statutory form.) 
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Petitioners' Exhibit No. .9 

(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517—February 23, 1938 

O. M. Rector, et. al. to Chas. Hagins, #2760. 

Instrument: Assignment. Dated May 1st, 1933. Filed May 2nd, 
1933, 11 A. M. Recorded Vol. 235, page 100, Rusk County Deed 
Records. 

ASSIGNMENT OF OIL AND GAS LEASE 


Whereas, on the 28th day of February, 1931, and 25th day of 
March. 1931, a certain oil and gas mining lease was made and entered 
into by and between Ollie T. Brightwell et al. and Elsie Jewell 
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Brightwell. a minor, by Mollie Odom. Guardian, lessors, and J. K. 
Webb, lessee, covering the following described land in the County of 
Hiisk and State of Texas, to-wit: 

(Here follows same description as in petitioner’s Exhibit No. 1.) 
Said lease being recorded in the office of the County Clerk in and 
for said County in Book 180. page 30“*, and Yol. 18C, p. 105: and 
Whereas the said lease and all rights thereunder or incident thereto 
are now owned by O. M. Rector and Robert Davidson, et al. 

Now. therefore, for and in consideration of one dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owners of an undivided 
interest in and to the said lease and all rights thereunder or incident 
thereto, do hereby bargain, sell, transfer, assign, and convey all rights, 
title, and interest of the original lessee and the undersigned in and 
to said lease and rights thereunder, insofar as it covers an undivided 
72/3360 interest in and to the said oil and gas lease and the mineral 
leasehold estate. 

* * * together with all personal property used or obtained in 

connection therewith, to Chas. Hagins, and his heirs, successors, and 
assigns. 

And for the same consideration, the undersigned for themselves and 
thejr heirs, successors, and representatives, do covenant with the said 
assignee, his heirs, successors, or assigns, that they are the law- 

133 ful owners of an undivided interest in the said lease and rights 
and interests thereunder and of the personal property thereon 

or used in connection therewith; that the undersigned have good right 
and authority to sell and convey the same, and that said rights, inter¬ 
est, and property are free and clear from all liens and incumbrances, 
and that all rentals and royalties due and payable thereunder, have 
been duly paid. 

In witness whereof, the undersigned owners and assignors have 
signed and sealed this instrument this 1st day of May. 1933. 

O. M. Rector. 
Robert Davidson. 

(Acknowledgment in statutory form.) 

134 [Copy] 

Petitioner*' Exhibit No. 10 

(ADMITTED IN EVIDENCE) 

B. T. A. Docket Nos. 79346-84517—February 23, 1938 

Harold M. Davidson to H. C. Meador, =3806. 

Instrument: Assignment. Dated June 26th. 1933. Filed June 
27th. 1933, 12:30 P. M. Recorded: Yol. 235. page 489, Rusk County 
Deed Records. 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas, on the 28 day of February. 1931. and 25 day of March, 
1931. 10. a certain oil and gas mining lease was made and entered 
into by and between Ollie T. Brightwell et al. and Elsie Jewell 
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Brightwell, a minor, by Mollie Odom, guardian, lessors, and J. R. 
Webb, lessee, covering the following described land, in the County 
of Rusk, and State of Texas, to-wit: 

(Here follows same description as in petitioners’ Exhibit No. 1.) 

Said lease being recorded in the office of the County Clerk in and 
for said County in Book 180, page 395, and Vol. 186, page 105, and 

Whereas, the said lease and all rights thereunder or incident 
thereto are now owned by Harold M. Davidson, to the extent of an 
undivided 7/36ths interest. 

Now, therefore, for and in consideration of $2,500.00 cash to me 
in hand paid by H. C. Meador, and other good and valuable consid¬ 
erations, the receipt of which is hereby acknowledged, the under¬ 
signed, the present owner of the said lease and all rights thereunder 
or incident thereto, does hereby bargain, sell, transfer, assign, and 
convey all rights, title, and interest of the original lessee and present 
owner in and to said lease and rights thereunder, insofar as it covers 
an undivided 7/36ths interest in and to the said oil and gas lease 
and the mineral leasehold estate, same being all of the interest owned 
therein by the undersigned. 

* * * together with all personal property used or obtained in 

connection therewith to H. C. Meador and his heirs, successors, and 
assigns. 

And for the same consideration, the undersigned, for himself, and 
his heirs, successors, and representatives, does covenant with the 
said assignee, his heirs, successors, or assigns, that he 

135 is the lawful owner of the said above interest in lease and 
rights and interests thereunder, and of the personal property 

thereon or used in connection therewith; that the undersigned has 
good right and authority to sell and convey the same, and that said 
rights, interest, and property are free and clear from all liens and 
incumbrances, and that all rentals and royalties due and payable 
thereunder have been duly paid. 

In Witness whereof, the undersigned owner and assignor has 
signed and sealed this instrument, this 26th day of June, 1933. 

Harold M. Davidson. 

(Acknowledgement in statutory form.) 
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Petitioners ’ Exhibit No. 11 

(ADMITTED IN EVIDENCE) 

B. T. A. Docket Nos. 79346-84517—February 23, 1938 

Chas. Hagins to Miss Edna Webb. #9691. 

Assignment. Dated: Feb. 21st. 1934. Filed: March 20th. 1934, at 
11 A. M. Recorded: In Book 245, Page 463, Rust County Deed 
Records. 

Whereas, on the 28th day of February, 1931, and 25th day of 
March, 1931. a certain oil and gas mining lease was made and entered 
into by and between Ollie T. Brightwell et al. and Elsie Jewell 
Brightwell, a minor, by Mollie Odom, Guardian, Lessor and J. R. 
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Webb, Lessee, covering the following described land in the County 
of Rusk and State of Texas, to-wit: 

(Here follows same description as in petitioners’ Exhibit No. 1.) 

Said lease being recorded in the office of the County Clerk in and 
for said County in Book 180, page 395, and Volume 186, page 105; 
and 

Whereas, the said lease and all rights thereunder or incident 
thereto are now owned by the undersigned. Chas. Hagins. in so 
far as it covers 72/360th interest in and to the oil and gas and 
mineral leasehold estate. 

Now, therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby 
acknowledged, the undersigned, the present owner of the said lease 
and all rights thereunder or incident thereto, does hereby bargain, 
sell, transfer, assign, and convey all rights, title, and interest of the 
original lessee and present owner in and to said lease and rights 
thereunder in so far as it covers an undivided Ten-Three-Hundred- 
Sixtieths (10/360) interest in and to the oil and gas lease and the 
mineral leasehold estate, together with all personal property used or 
obtained in connection therewith to Miss Edna Webb of Corsicana, 
Navarro County, Texas, and her heirs, successors, and assigns. 

And for the same consideration, the undersigned for himself and 
his heirs, successors, and representatives, does covenant with the 
said assignee, her heirs, successors, or assigns, that he is the 

137 lawful owner of the said lease and rights and interests there¬ 
under and of the personal property thereon or used in connec¬ 
tion therewith; that the undersigned has good right and authority 
to sell and convey the same, and that said rights, interest, and prop¬ 
erty are free and clear from all liens and incumbrances, and that all 
rentals and royalties due and payable thereunder have been duly 
paid. Assignor refers to assignment to him of record in Volume 
235 at page 100 of the Deed Records of Rusk County, to identify his 
interest. 

In witness whereof, the undersigned owner and assignor has signed 
this instrument this Twenty First day of February. 1934. 

Chas. Hagins. 

(Acknowledgement in statutory form.) 
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Petitioners’ Exhibit No. 12 

(ADMITTED IN EVIDENCE) 

BTA-Docket Nos. 79346-84517—February 23, 1938 

O. M. Rector, et al., to Fred Upchurch, #14858. 

Assignment of Oil and Gas Lease. Dated Sept. 15th, 1934. Filed 
Sept. 28th. 1934, at 10 A. M. Recorded in Book 256, Page 523, Rusk 
County Deed Records. 

Whereas, on the 25th day of March 1931. a certain Oil & Gas mining 
lease was made and entered into by and between Mollie Odom, Guard¬ 
ian of Elsie Jewell Brightwell, lessor, and J. R. Webb, lessee, recorded 
in Vol. 186, pages 105 and 106. of the Deed Records of Rusk County, 
Texas, and on the 28th day of February 1931 a certain Oil & Gas 
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Mining Lease was made and entered into bv and between Ollie T. 
Brightwell, Earnest B. Bright well, W. J. Bright well and wife, Bea¬ 
trice Brightwell, W. M. Brightwell and wife, Ella Mae Brightwell, 
Fannie Brightwell Grimes and husband, J. W. Grimes, Leona Bright- 
well Grambling and husband, Bradford Grambling. Oleta Brightwell 
Wright, and husband, A. F. Wright, Mollie Brightwell Odom and 
husband, Harvey Odom, Lessors, and J. R. Webb, Lessee, recorded in 
Vol. 180, Pages 395 to 398, inclusive, of the Deed Records of Rusk 
County. Texas, covering the following described land in the County 
of Rusk, State of Texas, to-wit: 

Being a portion of the W. P. Brightwell Estate situated in the 

R. E. Wynne Survey, in Rusk County, Texas, and now generally 
known and referred to as the “Rector & Davidson” Brightwell Lease, 
and being more particularly described by metes and bounds as follows, 
to-wit: 

Beginning at a point on the East line of the R. W. Smith Survey, 
same being the West line of the R. E. Wynne Survey, said beginning 
point being the SW. Corner of a small lease originally known as the 
Roberts Bros. Lease or Murphy & Roberts Lease, said beginning point 
also being the SE. corner of a 4*4 acres tract out of the R. W. Smith 
Survey, known as the Lewis Givens land. 

Thence S. 42 deg. 20' East GOO ft., to the SW. corner of the Horse¬ 
shoe Lease Syndicate's 4.52 acres tract: 

Thence N. 22 deg. 38' East with Horseshoe Lease Syndicate’s West 
line 490.4 ft.; 

Thence S. 89 deg. 13' West with the South line of the said Murphy 
& Roberts Bros. Lease 594 ft., to the place of beginning and containing 
3.07 acres of land. Said lease is also bounded on the East by 
139 a 4.52 acre lease owned and operated by the Horseshoe Lease 
Syndicate and bounded on the North partially by the said Rob¬ 
erts Bros, tract, and bounded on the West and Southwest by a lease 
now owned and operated by the Neversuch Oil Company (formerly 
known as the East Texas Oil & Refining Company) lease: 

And whereas the said lease and all rights thereunder or incident 
thereto are now owned by J. R. Webb, O. M. Rector. Charley Hagins, 
H. C. Meadors. Mrs. J. H. Bryant, H. B. Boyd, J. W. Boyd, G. A. 
Boyd, Charles Bee, Mrs. Ruth Bee, Robt. L. Cason, Mrs. Ada Cason, 

S. S. Crain. W. T. Collins, W. M. Davidson, Mrs. J. L. Davidson, J. E. 
Hodges. Mrs. Henry Iverson, Laura M. Moore, Alex Moir. Isabelle 
Martin, ( has. R. Montgomerv, Mrs. K. L. McKeown, K. L. McKeown, 

J. W. Strong, E. C. Sears, J. C. Silvey, Mrs. J. C. Silvey. J. F. Taylor, 

K. M. Wilson, Edna Webb, Carl G. Taylor, Ruby Faulkner, Mrs. T. P. 
Fulker, Eva Holsey, May G. Miller, Ethline G. Roxburgh, Rufus R. 
Tekell, Mrs. J. Ed White. Miss Sallie Irene McCreary. Administratrix 
of the estate of Maggie McCreary, deceased: A. II. Evarts. 

Now, therefore, for and in consideration of Ten & No/l()0 ($10.00) 
Dollars to us cash in hand paid, and other good and valuable consider¬ 
ations passing to us, receipt of which is hereby acknowledged, and the 
further consideration of the agreement on the part of the Assignee 
herein to drill or cause to be drilled, at his own expense, a well on the 
hereinabove described property, into the Woodbine sand, for oil or 
gas, and to furnish the necessary equipment therefor to complete said 
well and turn same into the storage tanks now situated on said lease, 
do hereby Bargain, Sell, Transfer, Assign, and Convev an undivided 
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one-sixth (1/6) interest in all rights, title, and interest of the original 
Lessee, and present owners, in and to said lease and all rights there¬ 
under, together with all personal property used or obtained in connec¬ 
tion therewith, to Fred Upchurch, of Travis County, Texas, his heirs, 
successors, and assigns, and for the same consideration the undersigned 
for themselves and their heirs, successors, and representatives do cove¬ 
nant with the said Assignee, his heirs, successors, and assigns, tha* 
they are the lawful owners of the said lease and rights and interest 
thereunder, and of the personal property thereon or used in connection 
therewith; that the undersigned have good right and authority to sell 
and convey the same and that said rights, interest, and property are 
free and clear from all liens and encumbrances and that all rentals 
and royalties due and payable thereunder have been duly paid, and 
the Assignors herein warrant the title to same as against all persons 
lawfully claiming the same or any part thereof. But it is expressly 
agreed and understood that the superior title to the interest herein 
conveyed is retained in Assignors until the consideration hereinabove 
recited is fully performed, and in the event same is fully performed 
then this conveyance shall become absolute. 

140 Witness our hands this the 15th day of September, A. D. 
1934. 

O. M. Hector. J. R. Webb. Chas. Hagins, H. C. Meadors, 
Mrs. J. H. Bryant, H. B. Boyd, J. W. Boyd, G. A. 
Boyd, Charles Bee. Mrs. Ruth Bee, Robt. L. Cason, 
Mrs. Ada Cason. S. S. Crain, W. J. Collins. W. M. 
Davidson, Mrs. J. L. Davidson, J. E. Hodges, Mrs. 
Henry Iverson. Laura M. Moore, Alex Moir, Isabelle 
Martin. Chas. R. Montgomery. Mrs. K. L. Mdveown, 
K. L. McKeown, J. W. Strong. E. C. Sears. J. C. Silvey, 
Mrs. J. C. Silvev. J. F. Tavlor, K. M. Wilson, Edna 
Webb. Carl G. Taylor. Ruby Faulkner, Mrs. T. P. 
Fulker. Eva Holsey. May G. Miller, Etldine G. Rox¬ 
burgh, Rufus R. Tekell. Mrs. J. P2d White. Sallie Irene 
McCreary, Administratrix of the Estate of Maggie 
McCreary. Dec’d.: A. H. Evarts; by O. M. Rector, 
Robert Davidson, Attorneys-in-fact. 

(Acknowledgments in statutory form.) 
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Petitioner^ Exhibit No. 13 

(ADMITTED IN' EVIDENCE) 

BTA-Docket Xos. 79346-84517—February 23, 1938 

“COPY OF CONTRACT TO DRILL—WELL NO. a—B. F. PATTERSON” 

State of Texas, 

County of Rosh: 

Know all men by these presents: 

That this agreement this day made and entered into by and between 
Rector and Davidson, a partnership composed of O. M. Rector and 
others, hereinafter called Owner, and B. F. Patterson, hereinafter 
called Driller, witnessed!: 
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That the said Owner is desirous of having a well drilled for oil and/ j 
or gas on a 2% acre of land on the R. E. Wynn Survey in Rusk I 
County, Texas, a part of the Brightwell property, and said driller is 
desirous of drilling said well, and to this end both parties agree as 
follows: 

1. That the driller agrees to drill such well to the depth of 3,700 
feet unless oil and/or gas is found in paying quantities at a lesser 
depth. 

2. That said well is to be a 9% inch hole and is to be a straight 
hole and in no event to deviate more than five degrees from perpen¬ 
dicular. 

3. The driller agrees to drill such well to said depth and to furnish 
his own labor and all machinery and equipment with which to drill 
same (save as hereinafter stated) and is to at his his own expense 
erect a derrick of sufficient height and strength to successfully drill 
such well, the derrick, however, is to remain the property of the 
driller and as and when said well is completed; that the driller will 
at owner’s request remove said derrick from said lease premises. 

4. The driller agrees to furnish all necessary casing, flow lines, etc., 

(except tubing which is to be furnished by owner) necessary to 

142 successfully and in a workmanlike manner drill and complete 
said well for producing of oil and/or gas and is to set approxi¬ 
mately 120 feet of 10" surface casing, same to be done in a workman¬ 
like manner and to be securely cemented. 

5. Driller is likewise at his own expense to furnish all casing for 
such well, same to be 6%" O. D. used casing, same to be inspected 
and accepted by the owner prior to the casing being used in said 
well, using a float shoe, and such casing when run shall be properly 
cemented in a workmanlike condition. It being agreed that the 
cement used in cementing of said well shall be half and half, that is 
to say one-half shall be quick-setting cement and the other half 
ordinary cement. 

6. The Driller is to furnish the Christmas Tree which is to be a 
Norris Christmas Tree and is to connect same up through a 4" flow 
line to the separator, with 500 gauge on the tubing. 

7. All material of every kind or character to be furnished by the 
driller is to be first class and the drilling and equipping of said well 
is to be done in a workmanlike manner, same to be approved by the 
owner. 

8. Driller agrees to take out Compensation Insurance in a solvent 
company to protect his labor in drilling said well, same to be paid 
for bv driller. 

9. Driller agrees to forthwith begin operations under this contract 

and not later than the__ day of November, 1933, is to begin 

the erection of a derrick on this location, digging slush pit, etc., and 
is to proceed with all due diligence to set up his machinery on said 
location and with all due diligence to continue the operation of 
digging such well until such well is completely finished and equipped 
and connections made and oil is produced and flowed into the 

separator. 

143 10. The owner is at his own expense to furnish tubing and 
place same on location and on rack for the use of the driller 

when it becomes necessary to set said tubing, and such tubinir shall be 
placed in said well by the driller. 
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11. The owner is likewise at his own expense to furnish to driller 
free of charge to driller fuel oil, to be delivered to the location of said 
well at the sole expense of the owner. 

12. For the drilling and equipping of said well in the manner and 
form as above specified, the owner is to pay therefor the sum of Nine 
Thousand Dollars ($9,000.00), same payable as follows, to wit: 

$2,000.00 when said well has been spudded in and surface casing has 
been set; $2,500.00 when the well is finished and oil flowing into the 
separator; $4,500.00 to be paid by the owner to the driller in four equal 
monthly installments, due, respectively, thirty, sixty, ninety, and one 
hundred twenty days after the completion of said well by the driller, 
all payments to be made by the owner to driller at Henderson, Texas. 

13. The owner reserves the right to go in and upon said lease prop¬ 
erty at anytime during the operation of drilling said well to inspect 
same, and is to have free access to the log of the well as same is being 
drilled, and is to be furnished with complete reports from time to time 
by the driller as to the depth of the well; and the owner further re- 
servesi the right to, before said well is completed and after same has 
reached the same, to designate the depth to which the sand in such 
well shall be penetrated. 

14. It is agreed by and between both parties hereto that as to 
all of the equipment of every kind and character and the 

144 material to be purchased and used in drilling and equipping 
said w’ell on the part of the driller, that bills therefor shall be 
rendered to the owner by the party or parties from whom such equip¬ 
ment and material shall be purchased, and that as such bills accrue 
same shall be paid from the cash payment agreed to be made by the 
owner to the driller as above specified. 

15. It is further agreed by and between both parties hereto that all 
labor that may be used and required by the driller in the drilling and 
equipping of said well shall be paid for by the driller as such labor 
is rendered, same likewise to be paid out of and from the cash or par¬ 
tial payments made by the owner to the driller as above specified. 

16. ft is further agreed by and between both parties hereto that as 
and when such well is completed and equipped by the driller and 
accepted by the owner, driller shall furnish to the owner receipted 
bills for all labor and materials of every kind and character used in 
and about such well, showing such well free and clear of any claim or 
indebtedness of any kind or character in so far as said driller is con¬ 
cerned, and said owner is to retain and keep on hand enough of the 
funds to be paid by the owner for the drilling and equipping of said 
well to protect himself in the payment of unpaid bills until such fully 
receipted bills have been furnished for all such materials and labor 
by said driller; and when said driller establishes the fact that such 
bills have been paid, then such payment under this contract shall be 
made at the time on the date as provided for hereinabove. 

Signed and executed this the 6th day of November A. D. 1933. 

Rector & Davidson, 

By (Signed) O. M. Rector. 

First Party. 

(Signed) B. F. Patterson, 

Second Party. 

i By (Signed) W. A. Patterson. 


GUY T. HELVERING, COMMR. VS. RECTOR AND DAVIDSON 77 


145 {Exhibit A) 

Rusk County—Rector and Davidson—Brightwell Leave Syndicate 
No. 1. 

ASSIGNMENT OF OIL AND GAS LEASE 

Whereas O. M. Rector and Robert Davidson, operating as Rector 
and Davidson, are the owners of an oil, gas, and mining lease covering 
the following described tract of land situated in Rusk County, Texas, 
to-wit: 

Beginning at the N. W. corner, the same being the S. W. corner of 
W. P. Brightwell home place a hickory brs. 77 E. 12 links, a sweet gum 
brs. S. 70 E. 40 links, thence E. 170 vrs. a mulberry brs. N. 72 W. 3 
links, a hickory brs. N. 71 E. 9 links, thence South 23 West 177 vrs. a 
hickory brs. N. 37 E. 9 links hickory S. 70 E. 19 links; thence N. 32 W. 
190 vrs. to place of beginning and containing 2% acres, more or less. 

Said lease being recorded in the office of the County Clerk in and 
for said county, and 

Whereas the said lease and all rights thereunder or incident thereto 
are now owned by Rector and Davidson. 

Now, therefore, for and in consideration of One Dollar (and other 
good and valuable considerations), the receipt of which is hereby ac¬ 
knowledged, the undersigned, the present owners of the said lease and 
all rights thereunder or incident thereto, do hereby bargain, sell, 

transfer, assign, and convey unto_an 

undivided_interest in and to all of 

the right, title, and interest of the lessee, in so far as this assignment 
covers the above described tract of land, together with all personal 
property thereto belonging; to have and to hold unto the said_ 

_heirs, successors, and assigns. 

And for the same consideration, the undersigned, for theirselves, 
and their heirs, successors, and representatives, does covenant with the 

said assignee._heirs, successors, and assigns, that they are the 

lawful owners of the said lease, and rights, interest, and appurtenances 
thereto belonging: that the undersigned has good rights and authority 
to sell and convey the same, and that said rights, interests, and prop¬ 
erty are free and clear from all liens and encumbrances, and that all 
rentals and royalties due and payable thereunder have been duly paid. 

1. In consideration of the grantee herein above named, purchasing 
this assignment and the leasehold property herein conveyed, Rector 
and Davidson hereby contract and agree to do the following things, 
to-wit: 

(a) To drill at their own cost and expense, one well on the lease 
above described; said well to be drilled to a depth of 3,800 feet unless 
granite in solid formation in its regular place is encountered at a lesser 
depth and in such quantities as to render it impenetrable; or unless oil 
or gas in paying quantities be encountered at a lesser depth. 

2. In consideration for Rector and Davidson doing the things set 
out and stipulated in the paragraph numbered “1” above and in sub¬ 
division “a'’ thereof, the owner and holder of this assignment agrees 
that Rector and Davidson shall operate said lease above described for 
the benefit of all the parties interested in said lease: and shall collect 
for all pipe line runs of oii from said lease, and likewise, collect all 
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money to be received from the sale of gas from said lease; and after 
haying paid all proper operating expenses, shall distribute and pay to 
the owners of said lease, such proportion of the remaining proceeds as 
their respective interests in said lease shall entitle them to receive, 
according to the proportionate part of said lease they then own. 

3. It is further agreed by the parties hereto that the undersigned 
Rector and Davidson shall have the power at any time, in their discre¬ 
tion, to sell and dispose of all or any part of the above-described lease¬ 
hold property on such terms and conditions and at such price as in 
their judgment shall seem best and proper, and the said Rector and 
Davidson, as a part of this sale, hereby reserve the power and right to 
make such sale or sales of all or any part of said property, and to trans¬ 
fer, convey, and assign the same, and as an incident thereto, they shall 
execute and deliver all such written instruments as may be necessary 
or required to properly and legally convey and assign good title 
thereto, to the purchaser or purchasers thereof. And the said Rector 
and Davidson are, for the purpose of making such sale or sales, fully 
and completely authorized and empowered to sign the name of the 
grantee herein to any and all instruments that may be necessary to be 
executed and in all other respects to act in said grantee’s place and 
stead as said grantee’s attorney in fact, executing, acting, and deliver¬ 
ing such written instruments and muniments of title, the same as 
grantee could do if personally present and executing and delivering 
the same in person, and in accepting and buying this assignment, the 
grantee herein does so with the express understanding that the said 
Rector and Davidson, as above stipulated and provided, may act as 
attorney in fact for said grantee as above set out, the said grantee 
hereby ratifying and confirming all such lawful acts as the said Rector 
and Davidson shall do or cause to be done by virtue hereof. It is 
expressly understood and agreed, however, that when said leasehold 
property or any part thereof shall have been sold as herein provided, 
the $aid Rector and Davidson shall receive and distribute to each of the 
parties owning an interest in said leasehold property or any part 
thereof, such proportionate part of the net proceeds derived from said 
sale as each of said parties shall be entitled to receive, according to 
the interest each of the parties, respectively, owns in said leasehold 
property or part thereof. It is further agreed by and between the 
grantor and grantee herein that this instrument is to be effective as 
an assignment, transfer, and conveyance of the interest herein de¬ 
scribed only when signed and acknowledged by the grantor herein. 

Rector and Davidson hereby reserve the right to pay all money due 
to the owner of the interest hereby assigned to the grantee herein unless 
they shall have received notice that the interest hereby assigned has 
been sold and assigned by the grantee herein to some other person. 
All subsequent assignees of the interest herein assigned shall take said 
interest subject to and be bound by the terms, covenants, agreements, 
and reservations herein contained. 

In witness whereof, the undersigned owner and grantor has signed 

this instrument this-dav of_, 

A. D. 19. 

Rector and Davidson. 

By.... 

Grantors 


Grantee 
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146 The State of Texas, County of -: . 

Before me,__ a Notary 

Public in and for said County and State, on this day personally ap¬ 
peared __ of the firm of Rector and 

Davidson, known to me to be the person whose name is subscribed to 
the foregoing instrument, and acknowledged to me that he executed 
the same for the purpose and consideration therein expressed. 

Given under my hand and seal of office this_day of_ 

A. D. 193_. 

Notary Public. _ County , Texan. 

Bright well Lease Syndicate No. 1. No._ Assignment of 

Oil and Gas Lease from Rector and Davidson to 


State of Texas, County of Rusk, ss. This instrument was filed for 

record on the_day of_193_at_ 

o’clock-M., and duly recorded in book_, page_, 

of the records of this office. 


County Clerk—Register of Deeds. 

149 Rector & Davidson 

CORSICANA, TEXAS 

Oil Operation—1931—97*2542 P 

Partnership Own one well on 2% Acre Lease from W. P. Bright- 
well, Heirs. R. E. Winn Survey, Rusk County, Texas. 


Gross Receipts from well (Southern Oil & Ref. Co.. Tyler. Tex)_$19,270.00 

Balance Due paid to contractor for drilling well. Texlamiss, Drilling 

Co.. \V. Ii. Pierce_____ $1,000.00 

Cost of Labor on well and lease_ 70.00 

Salary to O. M. Rector. Corsicana. Texas, for management of well 

and lease_ 1,285. 00 

Salary to Robert Davidson. Corsicana. Texas. Bookkeeper_ 425.00 

Interest paid to Trustee’s First State Bank. Corsicana, Texas, 

Taxes Paid_______ 72.18 

Permit Tax. to Statu of Texas_ 1.00 

Gross Production and Pipe-line Tax. State of Texas_ 550.08 

Federal Check Tax. By State National Bank. Corsicana, Texas_ 0.90 

Miscellaneous other expense such as Traveling expense, automobile 
expense, attorney’s fees. Telephone, postage, wire fence, record¬ 
ing fees, abstract, notary public, printing, stationery. Etc_ 597.70 

Repairs & Supplies_ 47.95 


Total Expense_ $4,001.87 


Dividends paid to unit holders as follows: 

,T. W. Allen. 122 Lake Park St.. Waxahachie. Texas__• 45.00 

Mrs. John Henry Bryant. Corsicana, Texas_ 4S. 00 

H. B. Boyd. Corsicana. Texas_ 135.00 

J. w. & G. A. Bovd. Malakoff. Texas. Route # 2____ 225.00 

Chas. Bee Jr.. Corsicana. Texas_ 90.00 

Mrs. Ruth Bee. Corsicana, Texas_ 0.00 

Mrs. Johnie Coe, Corsicana. Texas- 45.00 

133961—30-3 


































80 GUY t. helvering, commr. vs. RECTOR AND DAVIDSON 


Robert L. Cason, Corsicana, Texas_ $45. (X) 

Mrs. Ada Cason. Corsicana. Texas_ 45.00 

S. S. Crain. Corsicana. Texas_ 45.00 

W. T. Collins, Corsicana. Texas_ 90.00 

W. M. Davidson. Corsicana. Texas_ 90. (X) 

Mrs. J. L. Davidson. Corsicana. Texas_ ISO. (X) 

A. H. Evarts, Corsicana. Texas_ 45.00 

Ruby Faulkner. 915 Browder St., Dallas. Texas_ 45.00 

Mrs. T. P. Fluker. Roane. Texas_ 45.00 

Eva Holsey. Corsicana. Texas_ 45.00 

J. E. Hodges. Corsicana. Texas_ 45.00 

Mrs. Henry Iversen. Corsicana. Texas_ 90. 00 

Laura M. Moore. Corsicana. Texas_ 90.00 

Alex Moir. 001 Williams St.. Waxaliaebie, Texas_ 45.00 

Cathryne Masters. 119 Rosemont. Dallas, Texas_ 45.00 

Isa bell Martin. Corsicana. Texas_ 45.00 

Chas. R. Montgomery. I’. O. Box 405. Waxahachie, Texas_ 45.00 

May G. Miller. Corsicana. Texas_ 90.00 

Mr. & Mrs. J. B. Miller. Corsicana. Texas_ 135.00 

Sailie Irene MeCrery, Administratrix; Estate Magpie McCrery, De¬ 
ceased, 5314 Swiss Avenue. Dallas, Texas_ 45.00 

Mrs. K. L. McKeown. Corsicana. Texas_ 45. (X) 

K. L. McKeown. Corsicana, Texas_ 45.00 

Gilbert Roxburgh, Corsicana. Texas- 10.00 

Estate of Gilbert Roxburgh. % Mrs. Gilbert Roxburgh. Corsicana, 

Tex_ 35.00 

J. W. Strong. 315 N. Clinton St., Dallas, Texas_ 225.00 

E. C. Sears. Corsicana. Texas_ 45.00 

Mr. & Mrs. J. C. Si Ivey, Corsicana, Texas_ 45.00 

J. F. Taylor & Co., Corsicana. Texas_ 45.00 

Carl G. Taylor. I*. O. Box 1192. Kingsville, Texas.. __ 45.00 

Rufus R. Tekell, Corsicana, Texas--- 45.00 

M. A, Tekell. Corsicana, Texas_ 90.00 

Arthur C. Vener, 002 Dallas Power & Light Bldg.. Dallas, 

Texas_ 120. 00 

150 K. Manette Wilson. 302 s. 14th St.. Corsicana. Texas_ 90.00 

C. A. Wilkins. P. O. box 405. Waxahachie, Texas_ 45. 00 

V. Ed. Wendorf. Corsicana, Texas_ 225. 00 

Mrs. J. Ed. White. Corsicana. Texas___ 45.00 

Edna Webb. Corsicana, Texas_ 90.00 


Total Dividends Paid Unit holders_$3. 240. 00 


Dividends Paid to partners as follows: 

O. M. Rector. Corsicana. Texas_$1,791.25 

Robert Davidson. Corsicana. Texas_ 594. 26 

Harold M. Davidson. Three Rivers, Texas_ 1.196.99 

Chas. Hagins. Corsicana. Texas- 1. 791.25 

J. R. Webb. Corsicana, Texas.... 1, 871.25 


Total Dividends Received by Partners-$7,245.00 


153 Hector & Davidson 

CORSICANA, TEXAS 

Oil Operation—1932—973732-P 

Partnership owns two wells on 2% acre Lease from W. P. Bright- 
well Heirs. R. E. Winn Survey. Rusk County. Texas, Second well 


completed November 22nd. 1933. 

Gross Receipts from oil sold (Southern Oil & Refining Co.. Tyler, Tex_ $16. 734. 42 
Received from unit holders as assessment to drill Well # 2- 3.264.00 

Total Gross receipts_$19,998.42 
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1. Gross Receipts from Business or Profession . 

2. Loss Cost of Goods Sold: 
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(f) .Cost of labor, supplies, etc. (From Schedule A) 
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SCHEDULE A Cost OF LABOR. SUPTLIES. < feTC. (Sco Instruction 2] 


Items 


Amount 


Total (enter aa Item 2 (c)) 


SCHEDULE B PROFI T OR LOSS ritOMjjlALE jjj^TOCKS, BONDS, REAL ESTATE. ETC. (Sec Instruction 9} 


7. IH j p.n tATlON 

Aliowxd (or 
Allowable) Pine* 

ACQUISITION 


3. Date 
Sold 


8. NET 

Pnom OB LOSft 


1 Amount hkauieo 


OF LOSSES IIY KIRK, STORM, ETC 


(Seo Instruction IS) 


7. Deductible Lo«s 
(Eu^ulmnll) 


0. ISAl'RANl E AND 

Salvaoe Value 


SCHEDULE ( 


EXPLANATION OF DEDUCTION FOR BAD DEBTS 


(See Instruction 10) 


8 March I, 101J, 
Valve i r Acquired 
Prior to that Date 
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A Dtf RIOATION 


7. DRrRrriAUON 
Allowed (oe 
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gJHKPULj- I-NONTAXABLE OBLIGATIONS. LIBERTY BONDS, ETC. (See Instruction 2fi7 


J. Interest 
Receives 
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1 K'lSD ok rKOFEKTV 
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Prior to that Date 
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SCHEDULE I) COST OF REPAIRS (So.* Instruction l .*»> 

SCHEDULE E—TAXES PAID (See Instruction 17) 
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(Enter a. Item 15) 
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(R uler u Item 17) 
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l Kind ot Property 


2. Date Acquired 


3 Coat oe Value 
ah or March i, ion. 
Which ever U> eater 


4. fll'MEQVXNT 

Improvrmintr 


a DirRECIATION 

At low-able Since 
Acquisition 


State how pmjM rty was acquired 


SCHEDULE H—EXPLANATION_OF DEDUCTION FOR DEPRECIATION (See Instruction 20) 


Year 

Chaboedon Account 

I] 

io Debts 

1930 
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(It building 


1 Kind of Phoikrtv 2. Date 

st ito material o( which constniclcd) Acquired 


3. Aor When 
Acquired 


4. Prorari.r Lirr. 
Aitlr Acquisition 


1. Obuoationb ox Securities 


(а) Obligations of a State, Territory, or any political subdivision thereof, or the District of Columbia.. 

(б) Securities issued under tho provisions of the Federal Farm I-oan Act, or under such Act as amonded, and obligations of 

United States possessions.*.*. 

(c) Liberty 3)4% Bonds and other obligations of United States issued on or before September 1, 1917. 

(<f) Liberty 4% and 4)4% Bond* and Treasury Bonds ..-...■<. 

(e) Treasury Notes, Treasury Bills, and Treasury Certificates of Indebtedness.... 


AFFIDAVIT 


Sworn to ar 


ibacribcd 


1934. 


I swear (or afllrm) that this return, including the accompanying schedules and statements, has been examined by me, and to tho best of my kkdwledn and 
covery Aot and the regulations lsipfyd*therounler. ** * _ * ** ^ ' purauAnt the ftiM^ie^Natio^l^dustrlal Re- 

m^thle day of : A» / - 

7* 
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(SlKnjtiirB of« 


See Instruction 39. 
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(An amen^d return must be plainly marked “Amended” across face oflSturllf^ < ^'—*-- 
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GUY T. HELVERING. COMMR. VS. RECTOR AND DAVIDSON gj 


PAID ON EXPENSE OF DRTTXING WEIi # 2 

Patterson Drilling Co. (B. F. Patterson), Henderson, Texas_ $5, 62.". 00 

Fred Upchurch, Attorney, Austin, Texas- 250.00 

Frick-Reid Supply Co., Tulsa, Okla., on tubing account_ 400.00 

Other expense, including automobile, traveling. Notary Publics, dray- 
age, telephone, and fuel oil- 365.67 


Total Expenses paid on drilling of well # - _ $6,640. 67 


EXPENSE OF OPERATION OF PRODVCTION 

Salary to O. M. Rector, Corsicana, Texas, for management of lease_ 1,623.00 

Salary to Robert Davidson. Corsicana, Texas, Book-keeper_ 300. 00 

Paid for labor on lease_ 156.00 

Miscellaneous expense, including traveling, telephone, postage, ab¬ 
stract attorney fee. Notary Publics, printing, stationery and ollice 

supplies_ 6S6.24 

Taxes paid, including Gross Production tax, etc_ 615. 32 

Federal check tax- S. 98 


Total operation of production expense- $3.401. 54 


Dividends paid to unit holders as follows: 

J. W. Allen. Waxahachie, Texas- 16.00 

Mrs. John Henry Bryant, Corsicana, Texas_ 110.00 

H. B. Boyd, Corsicana, Texas_ 1211.00 

J. W. & G. A. Boyd, Malakoff, Texas, Route # 2_ 215.00 

Chas. Bee, Jr., Corsicana. Texas_ 102.00 

Mrs. Ruth Bee, Corsicana, Texas_ 04.00 

Mrs. Johnnie Coe. Corsicana, Texas_ 50.00 

Robert Cason. Corsicana. Texas_ 43- 00 

Mrs. Ada Cason. Corsicana. Texas_ 43.00 

S. S. Crain. Corsicana, Texas- 43.00 

W. T. Collins, Corsicana, Texas_ 86.00 

W. M. Davidson. Corsicana, Texas_ 86. 00 

Mrs. J. L. Davidson. Corsicana. Texas_ 172.00 

A. H. Evarts. Corsicana, Texas_ 43.00 

Ruby Faulkner. 915 Browder St., Dallas, Texas_ 43. 00 

Mrs. T. I*. Fluker. Roane. Texas- 43.00 

Eva Holse.v, Corsicana, Texas- 43.00 

J. E. Hodges. Corsicana. Texas_ 43. 00 

Mrs. Henry Iversen, Corsicana. Texas_ SO. 00 

Laura M. Moore, Corsicana. Texas- 94.00 

Alex Moir. Waxahachie. Texas_ 43.00 

Catbryne Masters, 119 Rosemont St., Dallas, Texas_ 43.00 

Isabell Martin, Corsicana, Texas_ 43.00 

Chas. R. Montgomery. Waxahachie. Texas_ 70. 00 

Mrs. May G. Miller. Corsicana. Texas_ 215.00 

Sallie Irene McCrery, Administratrix, estate Maggie McCrery, de¬ 
ceased. 5314 Swiss Ave., Dallas. Texas_ 43.00 

Mrs. K. L. McKeown. Corsicana. Texas_ 43. 00 

K. L. McKeown, Corsicana. Texas_ 43.00 

Estate of Gilbert Roxburgh. Corsicana, Texas_ 43.00 

J. W. Strong. 215 N. Clinton Ave., Dallas, Texas_ 215.00 

E. C. Sears. Corsicana. Texas_ 43.00 

Mr. & Mrs. J. C. Silvey, Corsicana, Texas- 43.00 

J. F. Taylor & Co_ 43. 00 

Carl G. Taylor, P. O. Box 1192. Kingville, Texas- 43.00 

Rufus R. Tekell. Corsicana. Texas- 43.00 

M. A. Tekell. Corsicana. Texas_ 70.00 

154 K. Manette Wilson. Corsicana. Texas_ 94. 00 

C. A. Wilkins. Waxahachie. Texas_ 28.00 

V. Ed. Wendorf, Corsicana. Texas- 175.00 

Mrs. J. Ed. White. Corsicana. Texas_ 43.00 

Miss Edna Webb. Corsicana. Texas_ 86.00 


Total dividends paid unit holders-$3,096.00 





















































32 guy t. helvering, commr. vs. RECTOR AND DAVIDSON 


Dividends paid to partners as follows: 


Harold M. Davidson, Corsicana, Texas_ $976.76 

Ozelle Davidson, Corsicana, Texas_ 6.95 

Robert Davidson, Corsicana, Texas_ 23.56 

Chas. Ha gins....... 2.216.S7 

H. C. Meador, Wortham, Texas_ 1,178. 47 

O. M. Rector, Corsicana. Texas_ 2,216.87 

J. R. Webb, Corsicana, Texas_ 2,248.00 


Total dividends received by partners_ 8,867.4S 


155 1 NOTICE TO PARTNERSHIPS 

This form should be executed and filed as a part of Partnership 
Income Tax Form 1065 for the calendar year 1933. If the partner¬ 
ship merely received advice from some person or persons employed 
to assist in the preparation of the return, the name and address of 
the advisor, together with a statement showing the extent to which 
such assistance or advice was received, is sufficient. If the return 
was actually prepared by any such person or persons, this form must 
be signed and sworn to bv such person or persons. 

Did the partnership employ anyone especially to prepare or ad¬ 
vise in the preparation of its income return for the calendar year 
1933? (Answer “yes” or “no”) No. If, so. give name and ad¬ 
dress of such person or persons and state to what extent such assist¬ 
ance- or advice was received_ 


I/We, acting as_for the hereto subscribed 

partners, affirm that I/We. prepared the return, that the information 
set out in the return and accompanying schedules, if any. correctly 
and truly represents the information furnished, or discovered by, 
me/us during the course of preparation of the return, and that such 
information is true to the best of my /our information and belief. 


(Attorney or advisor) 
(Address) 

Sworn to and subscribed before me this_day of_ 

1934. 


(Title) 

(Signature of officer administering oath) 

[notarial seal] 

158 Rector & Davidson 

CORSICANA, TEXAS 

Oil Operation—1934 

Gross receipts for oil and gas sold. Southern Oil Pipe Line Co. 

Tyler, Texas- 


827. 496. 92 






































UST BE FILED WITH THIS Rl 


(TO BE FILED ALSO BY SYNDICATES, POOLS, JOINT VENTURES, ETC.) 


Or Fiscal Tear begun -, 1934, and ended_ _ 1935 

fib Has Rates Not Later Than the Fifteenth Day ef the Third Mood) FoBwwiog the Oaee of the Tumble Year 


PRINT PLAINLY NAME AND BUSINESS ADDRESS OF THE ORGANIZATION 

Reotor & Davidson* 


( Same ) 


District 


(Street end ni 


street end number) 

Corsicana, Texas 


(Poet office end State) 


Oil operation 


(Partnership. syndic*to. pool, Joint venture, etc.) 


eny person or persons advise the organization in respect of any question or metter effecting any item or Schedule of this return, or assist or advise the organisation in the pwpor e ttoc cf thie MR 

ectaoPr p sap a io this return for the orgenlxatiooT ---- If so. give the near and address of such person or persons and state the nature and extent et theewBtanoeor a tfel u e not te 

(Answer “yes" or “no") - »• 

the organization end the items or schedules La respect of which the assistance or ad-, ice was received; if this return was actually prepared by any person or persons other then the orgonixatkm, state the 

of the reported in this return and the manner in which it was furnished to or obtained by such person or persons (see Instruction 30)_ _ 

2 . Did the organization make a return of information on Forms 1096 and 1000 (see Instruction 33) for the calendar year I03t? (Answer “yes " or “ no ”)_ 


GROSS INCOME 


See Schedule attached,fo 


1. Gross Receipts from Business or Profession. 

2 . Leas Coct of Goods Sold: 

(o) Inventory at beginning of year .. 

^ (6) Merchandise bought for sale ... 

(c) Cost of labor, supplies, etc. (From Scholuiv A) 

(d) Total of lines (a), (6), and (c). 

(e) Less inventory at end of year —... 


3. Grow Profit from Business or Profession (Item l minus item 2)...... 

4. Income (or low) from Other Partnerships, Syndicates, Pools, etc. (?tato separately name and v’.dmss and amount) 


5. Interest on Bank Deposits, Notes, Corporation Bonds, etc. (except interest on tax-free covenant bonds) 

6. Interest on Tax-free Covenant Bonds upon which a Tax was Paid at Source. 


9. Capital Gain (or loss). (From Schedule B) 
10. Dividends on Stock of; 


(а) Domestic Corporations subject to taxation under Title I of 1934 Act. 

(б) Domestic Corporations not subject to taxation under Title I of 193-1 Act 

(c) Foreign Corporations.—...—.... 






































































































12. Total Income in Items 3 to 11... 

DEDUCTIONS 

13. Salaries of Employees. (Do not include compensation for partner: or members)_ 

14. Benton Business Property...... 

16.. Repairs. (From schedule C)...— 

16. Interest on Indebtedness -....... 

17. Taxes paid. (From Schedule D)...... 

18. Losses by Fire, Storm, etc. (From Schedule E)....... 

16. Bad Debts. (From Schedule F>_.----- 


20. Charitable Contributions. (Explain in operate schedule)— . . . .... . 

21. Depreciation (resulting from exhaustion, wear and tear, or obsolescence). (From schedule G).. 

22. Other Deductions Authorized by Law (explain below or on separate sheet): 


Total Deductions in Items 13 to 22....... 


Net Income (Item 12 minus Item 23)............$. 


PARTNERS* OR MEMBERS* SHARES OF INCOME AND CREDITS 


l. Name and Addeebs or Each Partner or Member 
(D esignate nonresident aliens. If any) 

.Vote.—Where return of partner or member is filed in another collection district. 
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or Net 
Income 

# « 
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Instruction D] 


T. Dtrucunoi 

ALLOWED (ok 
Allowable) 


C. Cotr OF III- 
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years but not 


W l »» W i. i.. 


as capital gains) 


>ULB C—CO ST OF REPAIRS (8cc Instruction 15) 


SCHEDULE D—TAXES PAID (See Instruction 17) 
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SCHEDULE E—EXPLANATION OF DEDUCTION FOR LOSSES BY FIRE, STORM, ETC. (Sco Instruction 18) 


5. Depreciation 
Allowable Since 
Acquisition 


7. Dkdc 
(R ater 


I. Subsequent 
Improvements 


«. Insurance and 
Saltaor Value 


iblxLoM 
Item IS) 


4. Kocd of Property 


X Date Acquired 




property was acquired 


SCHEDULE F—EXPLANATION OF DEDUCTION FOR BAD DEBTS 


O—EXPLANATION OF 


*Tt 


sjBMjfjMti 
RkmIInino 
ijpe From 
Ueoinnino 
or Year 
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in AocumC- 
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QUtKEn Prior to TOAt 
Date (Indicate basis) 


5. Depreciation 
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in Prior Years 
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& Date 
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3. If TERKST 
Ha lived 


1. Obuoations or Fp-Ukiiips 


2. Amount owned 


State, Torritory, or any i^oUUcaI subdivision thereof, or the District of Columbia, or U. S. possessions 

ovislons of tHo Federal Farm Loan Act, or under such net us amended. 

obligations of United States issued on or lieforo September 1, 1017.-. 

and Treasury certificates of « 
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(#) liberty 4 % and 4tf% Bonds and Treasury bonds 


of the United States (o ther t ha n obliga tions to be rejiorted in (f<i above)... . 

“-- 8CHEDULJ I—INCOME I’UOM"DIVIDENDS 

yoar,Ttaiing- amounts'and names and addresses of corporations declaring the dividends 


itamUe all dlvidondfi received during the 

ti .. 


AFFIDAVIT (Sec Instruction 30) 

lanyfu^ cchedules and statements, if any) has been examined bv mo, and, to the l ist of my knowledge 
good faith, for the accounting period stated, pursuauWo tlio Rovemio Ad f 1031undjjie Regulations 

of .foteSU....... 103^ .£^..1^..:... /k^.. 

V. Pi a /)« (PrtiliKroc A-r.iUO 1 , 
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(Sco Instruction 30) 
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matlou respecting tho Income tax liability of tho organl-dion for 
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GUT T. HELVERING, COMMR. VS. RECTOR AND DAVIDSON $3 


PAID ON EXPENSE OF DRILLING WELL NO. 2 

Patterson Drilling Co. (Henderson. Texas)_ $3. 37.“. 00 

Prick-Reid Supply Co., Tulsa, Okla_ 946. 34 

Interest (State National Bank. Corsicana, Texas)_ 47. 9S 


Total Expense of Drilling Well — 2, paid in 1934_ 4,309.32 


EXPENSE OF OPERATION OF PRODUCTION 

Salary to O. M. Rector, Corsicana. Texas. Management of Lease— 2,200.00 

Salary to Roln-rt Davidson, Corsicana, Texas: Bookkeeper_ 300.00 

Repairs and supplies_ 105. 95 

Labor on Lease_ 262. 00 

Miscellaneous Expense_ ; _ 164.11 

Taxes, State. County, School_ 331.04 

Federal Check Tax_ 10.40 


Total Expense of operation of Production, paid in 1934_ 3,373.50 


Dividends Paid to unit holders as follows: 

Mrs. John Henry Bryant, Corsicana, Texas_ 315.00 

H. B. Boyd, Corsicana, Texas_ ISO. 00 

J. W. & G. A. Boyd. Malakoff, Texas, Route # 2_ 315. 00 

Chas. Bee, Corsicana. Texas_ 287.00 

Mrs. Ruth Bee, Corsicana, Texas_ 189.00 

Robert L. Cason, Corsicana, Texas_ 63.00 

Mrs. Ada Cason, Corsicana, Texas_ 63. (X) 

S. S. Crain. Corsicana, Texas_._ 63. 00 

W. T. Collins, Corsicana, Texas_ 126. (X) 

W. M. Davidson, Corsicana, Texas_ 126. (X) 

Mrs. J. L. Davidson, Corsicana. Texas_ 252. 00 

A. H. Evarts, Corsicana, Texas_ 63.00 

Ruby Faulkner, 915 Browder St., Dallas, Texas_ 63.00 

Mrs. T. P. Fluker, Roane. Texas_ 63. (X) 

Eva Holsey, Corsicana, Texas_ 63.00 

J. E. Hodges, Corsicana. Texas_ 63. 00 

Mrs. Henry Iversen, Corsicana. Texas_ 126. 00 

Laura M. Moore. Corsicana. Texas_ 1S9 .00 

Alex Moir, Waxahachie. Texas_ 63. 00 

Cathryne Masters, Corsicana, Texas_ 28. 00 

Isabel Martin. Corsicana, Texas_ 63. (X) 

Chas. R. Montgomery. Waxahachie. Texas_ 126.00 

May G. Miller. Corsicana, Texas_ 315. 00 

Sallie Irene McCrery, Administratrix. 5314 Swiss Ave., Dallas, Tex__ 63. 00 
Mrs. K. L. McKeown. Corsicana. Texas_ 65. 00 

K. L. McKeown. Corsicana, Texas_ 63.00 

Estate of Gilbert Roxburgh. Corsicana. Texas_ 63. 00 

J. W. Strong. 215 N. Clinton Ave., Dallas, Texas_ 315. 00 

E. C. Sears, Corsicana, Texas_ 63.00 

Mr. & Mrs. J. C. Silvey. Corsicana, Texas_ 63. 00 

J. F. Taylor & Co., Corsicana. Texas_ 63.00 

Carl G. Taylor. P. O. Box 1192. Kingsville, Texas—.. 63.00 

Rufus R. Tekcll. Corsicana. Texas_ 63. 00 

K. Manette Wilson. Corsicana. Texas- 189. Oil 

Edna Webb. Corsicana. Texas_ ISO. 00 

Mrs. J. Ed. White. Corsicana, Texas_ 63.00 


Total Dividends to unit holders 1934_ 4.536. 00 


150 Dividends Paid to Partners as follows: 

Ozelle Davidson. Corsicana. Texas_ 88 . 4S 

Chas. Ha gins. Corsicana. Texas_ 2. 743.95 

H. C. Meador. Wortham. Texas_ 3. 09S. 02 

O. M. Rector, Corsicana, Texas_ 3.186.50 

J. R. Webb, Corsicana, Texas_ 3.186. 50 



















































34 GUY t. helvering, commr. vs. RECTOR AND DAVIDSON 


Fred Upchurch, Austin, Texas_ $694. 70 

Edua Webb, Corsicana, Texas_ 442. 55 

Total Dividends received by partners in 1934_ 13, 440. 70 

164 NOTICE TO INDIVIDUAL TAXPAYERS 

This form should be executed and filed as a part of Individual In- 
come Tax Form 1040 for the calendar year 1033. If you merely 
received advice from some person or persons employed to assist in 
the preparation of the return, the name and address of your advisor, 
together with a statement showing the extent to which such assistance 
or advice was received, is sufficient. If your return was actually pre¬ 
pared by any such person or persons, this form must be signed and 
sworn to by such person or persons. 

Did you employ anyone especially to prepare or advise in the prepa¬ 
ration of your income return for the calendar year 1933 ? (Answer 
“yes'' or u no") Yes. If so, give name and address of such person 
or persons and state to what extent such assistance or advice was 
received: 

This return was compiled by \V. A. Brown, Tyler, Texas, from data 
and records furnished him by the taxpayer. 

I, acting as Advisor for the hereto subscribed taxpayer, affirm 

(Attorney or advisor) 

that I prepared the return, that the information set out in the return 
and accompanying schedules, if any, correctly and truly represents 
the information furnished or discovered by me during the course of 
preparation of the return, and that such information is true to the 
best of my information and belief. 

W. A. Brown, 

Advisor*, 

21/) Swann Bldg., Tyler, Texas. 

Sworn to and subscribed before me this 13th day of April, 1934. 

[notarial seal] Lois Poinledge, 

Notary Public. Smith County , Texas. 

165 [Copy] 

Member National Institute of Accountants. Registered to prac¬ 
tice before Treasury Department. Offices: El Dorado. Ark., Shreve¬ 
port, La.. Tyler. Tex. W. A. Brown. Bonded Public Accountant, 
P. O. Box 945, Tyler, Texas. 

Treasury Department, 

Office of the Collector of Internal Revenue, 

Second District of Texas, 

Dallas, Texas. 

IT: FK. 

O. M. Rector, 

c /oW. .4. Brown. P. O. Box 01/i. Tyler. Texas.. 

Sir: Receipt is acknowledged of your recent letter requesting an 
extention of time within which to file your return of income for the 
calendar year 1933. 

In accord with your request, an extention of time is hereby granted 
to April 15, 1934" within which to file said return. Interest at the 
rate of six per cent per annum will accrue on one-fourth of the total 
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support from you during your taxable year?.. •/■ — 

8 . If your status in respect to question 5, 0, or 7 changed ^ / 
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not deduct compensation for your services).. 

11. Interest on business Indebtedness to others_ 
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ATTACH REMITTANCE HERE 
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FOR NET INCOMES frOM SALARIES OR WAGES OF MORE THAN SUM 
AND INCOMES FROM BUSINESS. PROFESSION, RENTS; OR SALE OF PROR 

For Calendar Year 1933 * 

• . •; m.; *s?v-.v* 

File This Return With the Collector of Internal Rerenue for Tear District off dr fie/ore March 15 


SECTION e 


PRINT NAI 


ID ADDRESS PLA1 


Me RECTOR 


(Street end number! or rural route) 

..Navarro. 

(County) 


Corsicana 


Texas 

idihU^y 


1. Are you n citlien dr resident v 

of the United States?. A 

2. If you filed a return for 1032, to 

which Collector’s ofllce was it sent?.. 

3. Is this a Jiirt return 

of husband and wife?. 

i. State name of husband or wile if a 
Mp.uate return was made and the 
Collector's otllce to which it was sent 


0. If npTfwcrt you during your tssablc year supporting 
Jo > our household one or more persons clo-ely re- 

s' liud t<> you?. 

'f. Ilow many dejendent persons (other than husband 
or wifei under IS years of aye or incapable of self- 
support received their chief support from you dur- 
-Inf your taxable year?... 

8. U your status in respect to question 5, fl, or 7 changed 

during tin; year, stole <Utt> and nature of change.. 

...... Q...Q.ka.8£.0..... 

9. .Stat" whether vour books arc Wept on ,, . 

ca>li<rf iccrual t tsi* . ..UCtSn.. — . 


Occupational Classification or Itrm 1, Salartee, W 
missions, Foes, etc. Cheek (i0 in proper block that 01 
tion from which you received principal amount In Itc 

□ Physician, surgeon, rn Teacher, or sc boo 

cr dentist. I I administrator. 

I?) n I-* - h«w. □ 

□ To hnind engineer. (—I Corporation «e« 

chemist, or architect. I I or manager. 

□ Other professional.. 1 ..-. 

fXl aii other. 

i .a* f.i 


6. Were you married and living with husband y n 
or wife during yf-ur Ulable >tar? ....A. " 

I’taisA 
Utki<ii«a N*. 

A^talariea, Wages, Commissions, Pees, etc. (State name and address of employer) 

*.Jkr.t'h. J.a&t.p.n. j/afc q c. P1 ...$ 


■\ mount rtttlttd 


FjpfMtt ffOitl 
(RtpLiia in SchfU .!*]:) 


2. Incomo (or Loss) from Business or Profession. (From Schedule A).. 

(St ilokiud cf business) 

3. Interest on Bank Deposits, Notes, Corj>oration Bonds, etc. (except interest on tax-free covenant 

4. Interest on Tax-free Covenant Bonds Upon Which a Tax \va9 Paid at Source ...:. .J& 

6. Income (or Losa) from Partnerships, Syndicates, Pools, etc. (State name, address, and kind of 

Rector <!,: Davidson £2,21G«S7 Logo Depletion oG0S»G4 I 


0 . Income from Fiduciaries, (t'tate name and nddresj) 


f Rents and Itoyajties. (From Schedule «)......1..... 

(a) Profit from Sale of Stocks and Bonds held two years or less. (FromScheduleC (ip.... 

(6) Profit or Boss from Sale of Other Assets held two years or less. (From f-eheduio c it,>. 

(c) Profit or Loss from Solo of Capital Assets (if not reported as Item 30). (From Schedule c it))... 

9. Taxahio Interest on Liberty Bonds, eto. (From schedule ... . ..-._ 

10 . Dividonds on Stock of: (a) Domestic Corjrorations subjet to taxation under Title I if 1032 Act 
(6) Domestic Corporations not subject to taxation under Title I of 103: 

(e) Foreign Corporations.. 

11. Other Income. (Slate inhira) (Use vjiarate scludulo, 1/ ijcorr.«nry)... 

12.^ Totai. Income in Items 1 to 11 . 

DEDUCTIONS 

13. Interest Paid...-. 


7i3$C 




16. Losmv. by Fire, iSjtonY 


r-XHWT- 


RfcbftUtmM'S 


ponso 


18. Other Deductions Authoii/i-<l by Law. (Kvpiniii in Hchodute K) 


COMPUTATION OF TAX (See Instruction 23 ) 


formal Tax (i% of Iiem 28 ; 


Normal Tax (Sf* of Item 2 >) 


8uttax on Item 20 fc-x> Iir-ini>-tloii ?3i 


Tax on Net Income (total of items 31 to 33). 

Adjustment for Capital Gain or Loss (lS.'^of itctuio) 

Total Tax (total of or difference Utween Items 31 end 3')_ 

Less: Income Tax Paid at Sourco (avt of j 

Item A). 8. 

Income Tax Paid to a foreign 1 

country or l’.8. possession... .. 

Balance of Tax (Item 3d minus Items 37 and ss,. 


IVtsonal Kxemption... 
Credit for Dependents 
Total of Items 22 to 26. 


Balance subject to Normal Tax (Item SI minus W). 

Amount taxable at 4% (not over n.ooo). 

Amount taxnblo at 8% (Item 27 minus 28 )...... 

Amount of Capital Net Cain or Loss (if not rei>ortcd 
oi Itrm 8 (e». (From Schedule O (c».. 


AFFIDAVIT ; 

I swear (or affirm) that this return, including the accompanyiu&schedules and statements has been examined by me, and to the l»ost of my knowledge aud 
f is a truo and complete return, made in good faith, for tho taxabloycar stated, pursuant to the KovcnUe Act of 1932 ait/ tho National Industrial Kooovory 


(If return Is m/le by agent, the reason .therefor must be listed on this line) 


(Seo Instruction 27) 

Sworn to anfTs^bscribed before mo this 


(Signature of Individual or agent) 


(Signature of offlocr administering 1 


(Tills) 

An nmonded return must be marked “Amended” at top of return 


(Addtees of agtal) 

Checks and drafts will bo accepted only If payable at par, 


i 

V 

i 

I 

1!625. 

|. 

.1....:. J 


U. S 60VCRNMCNT OFflCC 


1939 


O 


155961 





































































































































































































0 


o 



1. Total Receipts from business or profession (etat 
*» Cost or Goods Sold ' 

labor**»*#**»*»»«**^,„, 

3. Material and supplies... 

4. Merchandise bought for sale.. 

0. Other costs (Itemize below' or on separato sheet) 
0. Plus Inventory at beginning of year. 

7. Total (Lines 2 to 0). 

8. Less Inventory at end of year. 

0. Net Cost or Goods Sold (Lino 7 minus Line 8). 


Enter "C”, or "C or M” on Lines 6 and 8 to indicate whether in 
entories aro valued at cost, or cost or market, whichever is lower. 


Net Profit (on L 


a) (Line 1 mtnu3 Line 18) (Enter as Item 2).. S 


Explanation of deductions 
claimed on Lines 5 and 1G. 


B ad Accounts Unoolloctablo.v 7* 1C 


INCOME FROM RENTS AND ROYALTIES 


Instruction 


donation of deductions 
med in Column 6_ 


SCHEDULE C—PROFIT OR LOSS FROM SALE OF STOCKS, BONDS, REAL ESTATE, ETC. (See Instruction 8) 


♦ As defined in Section 23 (t) 

State how property was acqu 


SCHEDULE D—INTEREST Oil LIBERTY BONDS AND OTHER OBLIGATIONS OR SECURITIES (See Instruction 9) 


4. Principal 
Amount 
Exempt from 
Taxation 


3. INTEREST RECEIVED 
OK AttRUEP 


Vmount Owned 


I. Obligations or Securities 


political subdivision thereof, j 


(o) Obligations of a State, Territory, or 

or tho District of Columbia.--.—-.—,, 

lb) Securities issued under Federal Farm Loan Act, or under such Act 
* ; as amended, and obligations of United States possessions 
(cl Liberty 3 W/o Bonds and other obligations of United fetal -v 
issued on or beforo September 1,1917.—.—.*. 

f<n Liberty 4% and \%% Bonds and Treasury Bonds.............. 

|e) Treasury footce, Treasury Bills, and Treasury Certificates 
I ndebted ne's . - 


SCHEDULE E—EXPLANATION OF DEDUCTIONS CLAIMED IN ITEMS 1, 14, 16, 17, AND 18 

Choot — $65 #0C 


B aptist Church,.. Comunii:.. 
St a t o i. .Comity, School c; Auto 


■EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED IN SCHEDULES A AND B 


6. March l, i«>3, 
Value if Acquired 
Trior to That Date 
(E xclusive of Land) 


4. Probable 
Life After 
Acquisition 


7. DEPRECIATION 
Auowfd (or Allow* 
able) in Psioe Year* 


8. DmkmnoN 
Allowable ms Yea* 


S. Aos When 
Acquirm 


2. DATS 
Acquired 


I. Kind ot Property 

(If buildings, stale material ol which cowtrucUd) 


ChevTO.lqtCqug.e_. 


& Eguigment 


FOR LOSSES BY FIRE, STORM, ETC., CLAIMED IN SCHEDULE A AND IN ITEM 15 


1. Kind of Propirtt 

2. AMOUNT 
Received 

Cost or Value 
■ or Marhi i, 1013, 
Whichever Cheater 

4. PEPRF.CIAT10N 
(Explain In table at 
root of i'3ge) 

6. Repairs 

«. Other Ex?en«e« 

(Itemlte below) 

7. Net Profit 
(E nter as Item 7) 


, 


$ .. 


s 1 






,.. 




' 

V 

y 






.A 


s 

jjit. 






1 

1 

! 

u 

.) . 


1. Knn> ot Paotswrr 

1 Dat* Acquired 

A Con ok Valve ai 
or Maech l, ivij, 
wnauvEE Oeiater 

4. Subsequent 
IMPROVEMENTS 

8. Depreciation 
Allowable Since 
Acquisition 

t Insurance and 
Saltao a Value 

7. Dxdoctiblk Lord 

- \ L 

V v ' • ’ ' • 


•••*•***' ***•••••. 


$ - 






ft • 

W 1 IM. 

> 



•••••• 

NONE 






1 


** * ' . 





• • v« a • 



*- 

=£ J 


5. Cost 

(Exclusive of Land) 

* 678 

00 



24,147 

00 


1. Kind of Peofeett 

2. Date 
Acquired 

8. Date 
Sold 

4. amount 
Rauued 

8. Cost 

6. March 1,1013, 
Value if Acquired 
Prior to Thai 
Date 

7. Costop 

Improverents 
Subsequent to 
Acquisition or 
March 1,1913 

8. Depreciat 
Allowed ( 
Allowable) £ 
Acquisition 
March 1,1 

ion 

OR 

<INCE 

OR 

)13 

9. Net 
Frofit or L 

OSS 

(a) Stocks and Bonds* Held Two 
Years or Less: 

AT*. Da, Yror 

A/*. Da, I'm/ 

$ 

• 

s 


s 


X X X X X 

X X 

X X X X X 

X X 

$ . 







II 




X X X X X 

X X 

X X X X X 

X X 



ftk Total (a) (Transfer net profit to 
Item 8 (a)). 

X X X XX 

X X X X X 

S-. 



$ ••••*•••••••• 

' 

; . 

i $ 

1 . 

X X X X X 

X X 

X X X X X 

X X 

$. . 

...... 

(6) Other Assets Held Two 
Years or Less: 







E 


























1 













Total (0) (Transfer net profit or 
loss to Item 8 (6)). 

X X X X X 

X X X X X 


.. 1 


i »»•••«•*••••■• 


s.. 


s. 



. $ . 


(c) Capital Assets: 


• 


! 

















_ 

S. 


5 - 


S .— 

.J 


• . ... 

5 •a 
















• 

;.wd 








1 





Total (c) (Transfer net gain or 
loss to Item 8 (c) or 30) . 

X X X X X 

X X X X X 


. J 

. 

S .. 

. 

5 . 

.! 

s . 


$ .1. 

. 


..... 


.$. 




| 58 

36 

1.L. 

15 ... 


40C 

pi 


8. Amount Owned 
in Excess of 
E xtMmoN 

8. Interest on 
Amount in Excess 
of Exemption 
(E nter all Item 9) 

X X X X X X 

X X 

z X X X X X 

X X 

X X X X X X 

X X 

X X X X X X 

X X 

X X X X X X 

X X 

xxxxkx 

X X 

8.. 


$. 


X X X X X X 

X X 

X X X X X X 

X X 
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Oojnpvitation proved 

#TB1 


fonm 




pbeabur^^b'Wrtmknt 

Internal hbtsmub Piavtc* 

0Fp r^ A UDi’, 

WpCHAiNG:.; 

-i C- 

‘‘ UKNT °n auditor. 


■aviiiwui 


;;;;—. 

ft8 13J93& 1 ” 


INDIVIDUAL 



■ S? 


nut iiirruiKli^ Form 1094 AloU with 


RETURN 


FOR NET INCOMES FROM SALARIES OR WAGES OF MORE THAN $5,000 
AND INCOMES FROM BUSINESS, PROFESSION, RENTS, OR SALE OF PROPERTY 

For Calendar Year 1934 /' 

or focal year b*run . *RfflT-3f.. , 1934, and . . 1935 


v j Ltt«r Than th* 15 th D« y of th* Third Mooth Fotowlni the Gore of the Taxthl* Vw 

V Fj ' ' PRINT NAME AND ADDRESS PLAINLY BELOW 

. __ 

(Name) (Both huSBRttAAatLBlMUl this Is a jolat.reUini) 


MRS&iaas. 

ifi 

* vr "i v* v«*w -*■ 


(Street Rod number, ox rural route) 

CORSICANA.NAVARRO. 

(Cost office) (County) 


.TEXAS- 

(9uR) 



■r —t zzi 


Serial 

Number 


660453 

>---r*yrartc:.r: 


Dkbi^T—- 

- UaiM, 


Cath Check M.O. Cert. of Ind. 


Fin! PtymMt 


J. State whether Vou are (o) a eitlten of 'lie Vao 8- If your status In respect to <|iiestion 3, 6, or 7 clunked 

Lnited States, or < b ) a resident aliai.X-V.W. during the year, slate date and nature of chau^e.. 

If you filed a return for tlie preceding >*r, _ mT _ . . 

to which Collector s office was it rev.? D&ll.aS- 4 ----T©Xia& . HQ...0.1131105. -. 

). ere you married and livlug with husband _ » vTstate whether your books wro kept . 

or wife during your’taxable year?.lQS.. on oaah or accrual basis.-Cf4>*A. 

A. Is this a Joint return u 10. Occupation vl Cl vsatru'VTfON or Itch I, Salaries, Wapee, Com* 

ofhusMndaml svtfe^ ..-X-0S-. missions, Fees, cic. Check (g) In proper blook that ONE oo* 

cupution from w hich you rcoeiwd printi|vd ani uni In item 1. 

□ Ibysldin, surgeon, i—i Teacher, or school 

or dentist. I_J administrator. 

□ Judjro or lawyer. |—| Cleraymao or 

I_I religious worker. 

Technical crt-’lncer. (—| Corporation evccutlvo 


5. State name of husband or wife If a 
separate return was made and the 
Collector's otlice to which It was seit 


8. If not married, were you during your Unable year 


11. Uhl any person or persons advise you In respect of any question 
or matter a/Tectlnc any Hem or schedule of thi* return, or easts* 
or advise you in the preparation of this return, or actually pre- 
fare this return for you? M to, girt the 

name and address of such person or person* and state the 
nature and extent of the assistance or advice received by you 
and the Items or schedules la respect of which (he assistance or 
advice was received; If this return was actually prepared by 
any person or poreons other than yourself, state the source of 
the information reported In this return and the manner fn 
which it was furnished to or obtalnedby such person or p*r- 


supporting In your household onie ir more |*rsons (—| u echnlcw engineer, j—| Corporation executive Jl ^ —- r 

closely related to you?... A. -.- 1 chemist, or architect. LJ ornnui. r. C QPiP lI-Qfl r flP O'P'V 71*0* 11 TXir- 

7. IIow many deiiendent^pereons (othrr than'unhand t , I > 1 1 Other professional. .. . 17. DidycA nuke a return oMhfonnitlon on Forth! „ , _. . 

t\t vi i fa I linrlof I (t vYi a ro c. f a wo I *r>a 1.1 a r.f calf. * i .r \ 1 * * * * . . . . L# . 1 1 rV r>n I lfi /1 / . aa law! runt lets *11 V for I Fra S<sa tan/I It I H Is ll f 1 M 1 


hta uf 
lut/vctxi N». 


liendeut^persons (other than husband I » V 1 Otl 
or wife) under IS yfore of ere or I x^peble of selb-) j V-J 

support received thilrchiefsuptwrefroi* you during cLi ,n 

your taxable year?V... .. _ QA! 




other 


Owner ofWpter Pl&n^ 


1. Salaries, Wagcw, C^jUhtaiiyi 


Amount rtttittJ 

i y^vw, (Slate na&e'amf 

JNpri^ 

... . 

2. Income (or Ix>ss) froto Jliirunewor l > rofca.sioi).''7From Kcliedt^e A).. ...Ha.ter.JK 

\ \\* * ; (Staieftul of 

3. Interest on Bank Dcpa»ite, Not^s, Corporation lionflj^ertc. (except interest on t|E|Jrcc 


lrcss of employer) 

.. S. 


v* ' C< ^ 

4. Interest on Tax-freo CoV^irvnt BoikJs .Upou-WItich a Tax was Paid nt Source... U...^ 

W 5. Income (or Loss) from p\rtlA?Aliiirs, Syndicates, Pools, etc., (state name, addroes, uXilnd of i 

< Reotor _ &. .dayids on.,. JJ3,136.• 50__Less:Depleti'cm : 

r 

6. Income from Fiduciaries. (Stnto pame and address). 


Faptnu* pe( J 

i! ■i^»jaSha)No • r> 

, . .«»>. 

budneSSW, 

f^jjurit l k», 


1CK>0 an) icro (see instruction 31) for the reiendiilshed him 
b^rt^P^POiXP^yra” or “no")...j_ 



. Itcnts and Koval tics. (From Schedule I)).... 
8. Capital Gain (or Loss). (From Schedule C). 


0. Taxable Interest on Liberty Bonds, etc. (From Schedule U)... . .. 

s JO. Dividends on Stock of: (a) Domestic Corporations subject to tx\jAtion under Titl e I of 1031 Act 

r I 

x * (t») Domestic Corporations not aubjcct to taxation under Titlo I of 1034 Act.. 

» (c) Foreign Corporations... 

II. Other Income. (8tate nalup) (I’^eseiwratOfchodule, If nexwsary)...,. ... . 


XXX " • !!*.!.•: 


12 . 


Total Income in Items 1 to 11. 


13. Interest Paid/.'...^.,. 

KxpWxli 


.0- 

DEDUCTIONS 


*1 f, 


Prsifi 

:m7 


310 


ZB 




14. Taxes Paid. (Kiptaln In Schedule V) . 

15. losses by Fire, Storm, elc. (Explain In tab 

10. Bad Debts. (Explain hi f • -Su’el'/.... 

17. Contributions. (Fipidiiin ^.hedu’eF).. 


.. 

Icatfcot cfpue3)..I . . 0TT^.. 

f (ft i YfAHy.» 

- .._ 1 A 


p?. r r:. 


Au to ^xponse i "000V 00 

iDry iiola iCxp.Jj 


s... 


Sjo 



13 

. 

.... 

......... 

■-1 

..... 

. 

1 

. 

909 i 




1/ 




.CL. 


'I'OT.M, li Elite rio.'.’.l IN Iti'AIS 13 TO IS.... _ . . . 

Net Income (Mem 12 minus Item 1(1). . 

COMPUTATION OK TAX (See Instruction 2.'i; 

vV i j '? • 


Off 


•r 





7Z 


1 fih _(j0. 

S & <] 12,^, 


21. Net income (Item 20 abie.e) 

22. I.e.ss: Personal exemption 

23. Credit for Dojienth to... 

24. Balance (Surtax net income) _ 

26. Less: Interest on Libert\ bonds, 

etc, (Item 0). 

20. Dividends. (Item 0(ci)).. 

27. Lamed income ensli'. (Sec 

instruction 22) 

101 Of. isioo.co 

28. BgT a lice stlbj eci to.norma! tax.. 


>2500 00 | 

L iiioo m 


m 1 1 


$. .. 

‘ i 


<xi 

210 


j 30. So.tiivo; I 

4 1Q0 00 ^1. Total t ;i \ * i:1 mi „j i;s | 

j""'* 

I...0.Q.. A.^i 32. Leas: Im tax paid at -..ree (2^;, of 

If* in \i . 


of ! om 2S) 

(See itn.tr iption 33) 
plus item 3<l).. 


: r i j !). 


210 


00 


33. lm ' Inc la\ paid to a fotcfgli eonn 

try or U.S. possv ssion'.. 

* ‘ 'Lv— 

31. Balance oi lav. (Item 31 minus Items 32 and 33)... 


o it ic. 

AFFIDAVIT • (Sec Instruction 27) 


OJL 


my/our 

Kcgula- 


I/wc swear (or alfirm) the- this return (including its accompanying schedule.* and statement- if Ar . v ) l, a s hmn i,„ J it,. 

ion^Scd f 7hoTOun<le!. H ' CorrCCt ’ ft,,d <, °"‘ ,>ieUj retur, ‘’ " ,R#jo go ° (i faiU *' iot tho tAXobI ° - v< -' r «^tod, pursuant to the Revenue Act of 1034 and the 


(Ilmuilf Pi44«ly mxt> tk/ tVvr i t* r- st ud - . 

Sworn to and subFcribed i y.. Is-fore me this ..da 

of_ 


NOTARIAL 

SEAL 


193 


i. jt i £; .. . 

dun* t»i«i r*l*fi (art sad* hy ir tfftl) It *•*.•< U ty t*U Lift >riu 4 « 

10 1 to Wo** a V* " h y U» r*»a*' ’4 tMr*<Mi. M If mU<« ^ 


- * •!«»?• mJ • 


*.# cfitfr ad r «ik> 


w 1-jlt (rtpwf i'.» f-twi ttM by t$n jqqoJ 

o 4 iy«jM H r*t«f* b i >*it b; qreW 


AFFIDAVIT (See Instruction 27) 'T, ' 

I/abx' swear (or affirm) that I/«p prejiarcd this return for the j>crson or |wrson j named herein i„j m.„i ii ir , . . 

y :s;^/”0' l ; h0 ^ *« *» ts& 

to and subscribed b,for« mo this .Z. day of.... A J 

■ ^ . .. . 


return has 
Sworn 



IBOO& 


r t>lV/ 

H lofiuiiii aiiTiHsmiiiiiu 


rfrTrr-. 




,4 pno*fi-<€ tt* r*Vx«J 

--** .................._4i.... .........,, 

OV'IWI *< IVH HMWW, (W Mm) 


.......-- - 

VdMiliniHi^lwM.luri 

"5J-I 


I 



















































































































































































I 


SCHEDULE A— INCOAnHQB LOSS) FROM BUSINESS OR PBOFEsWoN (Sc© Instruction^) 


1. Total receipts from business or profession (state kind of business).jK§.fer...Plant 


Cost or Goods Sold 

2. Labor. 

3. Material and supplies. 

4. Merchandise bought for sale— . 

6. Other coats (itemize below or on separate sheet) 

6. Plus inventory at beginning of year. 

7. Total (Lines 2 to G) ... 

8. Less inventory at end of year. 

0. N*t Cobt of Goods Solu (Line 7 minus Line 8). 


.1 *712 * i0 


$ 1,712, 

JO. 

*1.712. 

JQ.. 


Enter “C”. or “C or M ”, on Lines 6 and 8 to indicate-whether in¬ 
ventories are valued at cost, or cost or market, whichever is lower. 


57 


40 


Other Business Dedoctions 

10. SaUries not included as “Labor" in Line 2 (do 

n>t deduct compensation for your services)... 

11. Interest on business indebtedness to others. 

12. Taxes on business and business property. 

13. Looses (explain in table at foot of page)_ 

14. Bad debts arising from sales or services. 

15. Depreciation, obsolescence, and depletion (ex¬ 

plain in table provided at foot of page). 

1G. Rent, repairs, and other expenses (itemize be¬ 
low or on separate sheet). 

17. Total (Lines 10 to 1G). 

18. Total Deductions (Line 9 plus Line 17). 

19. Net Profit (or Loss) (Lino 1 minus Line 18) (Enter as Item 2)... 


.652. 

233 


S.q..9(t3. 


74 


$ 4,338. 


14 




|J4 


Explanation of deductions 
claimed on Lines 5 and 1G. 


sU6j|,SQ.. 


:o: 


SCHEDULE B—INCOME FROM RENTS AND ROYALTIES (See Instruction 7) 


1. Kind or Pkohsty 

2. Amount 
Received 

3. Cost or Valve 
as or March l, 1913. 
Whichever Greater 

4 Depreciation 
( htplain in table at 
fool of page) 

5. Repairs 

0. Other Expense* 
(Ilemlte below) 

7. Net Profit 
(Enter as Item 7) 


$. 


$. 




s • 1 

s 







NON E 




t 







.L ... 

• 

' 

- : ' r i 

| 

- - 





Explanation of deductions 
claimed in Column 6. 


SCHEDULE C—CAPITAL GAINS AN1) LOSSES (Sec Instruction 8) 


1. Description or Pbopirtt 

2. Date 
Acquired 

3. Date 
Sold or 
Exchanged 

4. Amount Realized 

5. C'o.iT DR MaRCII 1. 
1213, Valve ip Ac¬ 
quire i> licroKK 
that Date. (Indi¬ 
cate bcisL-)** 

6. Cost op IM¬ 
PROVEMENTS 
Subsequent to 

ACyUl.MTIOS OR 

March 1,1913 

F- 

7. Depreciation 
Allowed (or 
Allowable) 
Since Acquisi¬ 
tion or March 

1, 1013 

(Furnish details) 

8. Gain or Loss 

9. Per¬ 
centage 
op Gain 
or Loss 
TO BE 
Taken 
into Ac¬ 
count 

10. Gain or Loss to 
be Taken into Ao- 

count 








a. Gains 

b. Losses 

♦Held 1 year or less: 

A/o. /Asjr Ytar 

A/o. Ixiy Ytar 

s 



s 

$. .. 

100 

80 

$ 

S 

♦Hehl over 1 year but not 
over 2 years: 


. 

i 

'(ONE 





> 

♦Held over 2 years but not 
over 5 years: 








GO 



♦Hehl over 5 years but not 
over 10 years: 








40 



♦Held over 10 years: 








30 



Total Gains and Losses (Enter not gain or loss as Item 8) (Capital losses arc allowable only to the extent of $2,000 plus capital gains)... 

$ . 

$. 


•In ri'iiorlisi* sales or eieliaugcs of capital assets attach separate schedule, if necessary, for transactions coining within each of the 5 periods, and transfer gains and losses for each period to Column 10 above. 

••Cost of property must bo entered it. Column 5 it a loss is claimed in Column 8. 

Sttie (1) how properly was acquired. ..... ; (2) Personal or business relationship, If any, of purchaser. 

fc very sale or exchange of stock sliould ho reported in detail, Including name and address of corporation, class of slock, numlier of shares capital changes aifocting basis (stock dividends, other nontaxablc dividends, 
st ock rig ins, etcj_____ 

SCHEDULE D—INTEREST ON LIBERTY BONDS AND OTHER OBLIGATIONS OR SECURITIES (See Instruction 9) 


1. Ol LIGATIONS OR SECURITIES 

1 

2. Amount Owned 

3. Interest Received 
ok accrued 

4. Principal 
Amount 
F.xempt from 
Taxation 

8. Amount Owned 
in Excess op 
Exemption 

G. Interest on 
Amount in Excess 
or Exemption 
(Rntcf as Item 9) 

(a) Obligations of a State, Territory, or political Hiibdivisinn thereof, 
nr th« District r>f f'<> nr I’niter! States possessions 

$. 


$. 


All. 

X X X X X X 

X X 

X X X X X X 

X X 

(6) Obligations issued undo Federal Farm Loan Act, dr under such Act 
as amended. . 





All. 

X X X X X X 

X X 

X X X X X X 

X X 

(c) Liberty 3V$% Bonds a? d other obligations of United States issued 
on or Ixifnre Sepfotnl er 1 1017 . 

N 

0 

it K 


All. 

X X X X X X 

X X 

X X X X X X 

X X 

(rf) Treasury Notes, * Treasury' Bills, and Treasury Certificates of 
Indc.btedncAs . 

* 




All. 

X X X X X X 

X X 

X X X X X X 

X X 

(r) I.ilxertv 4% nml U.mwIq ntul Treasiirv Bonds. 





$5,000. 

$. ... 

• 

s. 

(/) Obligations of instrumentalities of the United States (oilier than 
obligations to be reported in (5) above). . 





None.. 






SCHEDULE E—INCOME FROM DIVIDENDS 


Itemize all dividends rcccbcd during the year, stating amounts and names and addresses of corporations declaring the dividends: 

..N O il l. 


SCHEDULE F—EXPLANATION OF DEDUC 


AUCTIONS CLARIS 

V13.10 V 


MED IN ITEMS 1, 14, 16, 17, AND 18 


Ci ty & Au t omob i 1 e Taxo» 


EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED IN SCHEDULES A AND B 


1. Kind op Property 
(I f buildings, stale material 
of which constructed) 

X Dirt 
acquired 

8. Cost or March 1,1913, 
Value ip Acquired 
Prior to That Date 
(Indicate basil) 

4. Amets Fullt 
Depreciated in Use 
at End or Year 

8. Depreciation 
Allowed (or Allow- 
idle) in Prior Years 

8. Remaining Cost 
oe Other Hasis to 
be Recovered 

7. Lite Used 
in Accumu¬ 
lating 
Deprecia¬ 
tion 

8. F.btimated 
Remaining 
Lite trow 

Beginning 
or Year 

9. Depreciation 
Allowable this Year 

Cha\r J e...Caup.Q ....2 

Wa.t.er..JPlanti..Fe 

i&r-aa. 

h .-.85. 

$.......6.7.8... 

8_.4»3A7... 

)Q 
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EXPLANATION OF DEDUCTION FOR LOSSES BY FIRE, STORM, ETC., CLAIMED IN SCHEDULE A AND IN ITEM 16 
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tax from March loth to date of payment, and the proper amount of 
interest should be included in your original remittance. 

A copy of this letter must be attached to your return, when filed, 
as authority for the extention of time herein granted. 

Respectfully, 

Guy T. Helverino. Commissioner. 
(Signed) By W. A. Thomas, Collector. 


168 Treasury Department, 

Office of the Collector of Internal Revenue, 

Second District of Texas, 

DaUa*, Texas, April 20,1936. 

IT: PrA: TM: CH. 

In re: Preliminary Examination Individual Income Tax Return For 
the Period Calendar Year 1934 Account No. 1935—660453 NI 

Mrs. O. M. Rector, 

Corsicana, Texas: 

Madam: An examination of your income tax return, for the period 
indicated, discloses that the affidavit was not executed in accordance 
with the instructions printed thereon. 

It is provided that unless each spouse actually files a separate return 
for the year 1934 the one return filed constitutes a joint return, whether 
or not one or both spouses earned the income, and it must be signed by 
both husband and wife. The jurat outlined below is transcribed from 
the return previously filed with this office by your husband and you are 
requested to execute this affidavit liefore a person authorized to admin¬ 
ister oaths and return the entire sheet to this office within 10 days from 
the date of its receipt. 

Respectfully, 

IV. A. Thomas, Collector. 

AFFIDAVIT 


I/we swear (or affirm) that this return (including its accompanying 
schedules and statements, if any) has been examined by me/us, and to 
the best of my/our knowledge and belief is a true, correct, and com¬ 
plete return, made in good faith, for the taxable year stated, pursuant 
to the Revenue Act of 1934 and the Regulations issued thereunder. 


(If return is made by Agent, the reason therefor must be stated on this line) 

Mrs. O. M. Rector. 

(Signature) (If this is n Joint return (not made by an agent) it must be signed by both 
husband and wife and sworn to before a proper officer by the spouse preparing the 
return, or if neither or both prepare the return then by both' spouses) 


(Address of agent if return i ■ made by agent) 

Sworn to and subscribed by her before me this *29 day of April 1935. 

Robert Davidson, 

Signature of Officer Administering oath 

Notary Public, Navarro Co., Texas. 

'(Title) 

This entire sheet must be returned to the Collector of Internal 
Revenue, Dallas, Tex. 
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169 • OFFICE AUDIT STATEMENT 

I (Date) Dallas. Texas. Feb. 13,103G. 

Examining Officer: L. I. Van Dalen. 

In re O. M. Rector, Corsicana, Tex. 

Internal Revenue Agent in Charge. 

Doll as, Texas 

An examination of the return of the above-named taxpayer for the 
year 1934 disclosed the following in connection with the income-tax 
liability: Summary—Year 1934, additional tax. no change; district in 
which filed, 2-Tex. Net additional tax or overassessment, none. Na¬ 
ture of business, owner of Water Plant. Authority for examination, 
1934 return. Comparison has been made with 1934. Waivers (Date 

of expiration)_ Claims (Date and year covered)- 

Correspondence from Bureau _ Authority for departing 

from the manual I. T. U. Order #151. Other Information was ob¬ 
tained through correspondence. Loss of $1,109.50 on dry hole is allow¬ 
able as claimed. Other items appear allowable. It is recommended 
that the return be accepted. 

L. I. Van Dalen, 

Internal Revenue Auditor 

Enclosure: 

1934 return. 

170 In the United States Court of Appeals for the District of 

Columbia 

B. T. A. Docket Nos. 79346 and 84517 
Guy T. Helvering, Commissioner of Internal Revenue, petitioner 

on REVIEW 


v. 

Rector and Davidson, respondent on review 
Praecipe for record 

To the Clerk of the United States Board of Tax Appeals: 

You will please prepare, transmit, and deliver to the Clerk of the 
United States Court of Appeals for the District of Columbia, copies 
duly certified as correct of the following documents and records in 
the "above-entitled cause in connection with the petition for review by 
the said Court of Appeals for the District of Columbia, heretofore 
filed by the Commissioner of Internal Revenue: 

1. Docket entries of the proceedings before the Board (both 
Dockets). 

2. Pleadings before the Board. 

Docket No. 79346 

(a) Petition, including annexed copy of deficiency letter and state¬ 
ment attached thereto. 
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(b) Amended Petition. 

(c) Answer to Amended Petition. 

Docket No. 84517 

(a) Petition, including annexed copy of deficiency letter and 
statement attached thereto. 

171 (b) Answer. 

(e) Amended Petition. 

(d) General denial (on page 3 of Transcript of Record). 

3. Order of Board in re exclusion from evidence of “Petitioner’s 
Exhibits 14 to 28,” inclusive (both Docket numbers shown). 

4. Consolidated memorandum opinion and findings of fact of 
Board entered November 29, 1938. 

5. Decisions of Board entered November 29, 1938 (both Dockets). 

6. Statement of the evidence, with exhibits marked “Petitioner’s 
Exhibits Nos. 1, 2, 3, 4, 5, 6. 7, 8, 9, 10, 11, 12, 13” and “Respondent’s 
Exhibits A, B, C, D, E, F, G,” attached, as approved. 

7. Petition for review, together with proof of service of notice of 
filing petition for review and of service of a copy of petition for 
review. 

8. Any and all orders of enlargement made by the Board with 
respect to the preparation and transmission of the record on review. 

9. This praecipe. 

Said transcript to be prepared, certified, and transmitted as re¬ 
quired by law and the rules of the United States Court of Appeals 
for the District of Columbia. 

J. P. Wenchel, 

J. P. Wenchel, 

Chief Counsel , 
Bureau of lntemal Revenue. 

Service of a copy of the within praecipe is hereby admitted this 
2 day of 4, 1939. 

-,. 

Attorney for Respondent on Review. 

CRM/mtr. 4/12/39. 

172 United States Board of Tax Appeals, Washington 

Docket Nos. 79346—84517 

Commissioner of Internal Revenue, petitioner 

v. 

Rector and Davidson, respondent 
Certificate 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, do 
hereby certify that the foregoing pages, 1 to 171, inclusive, contain 
and are a true copy of the transcript of record, papers, and pro- 
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ceedings on file and of record in my office as called for by the 
Praecipe in the appeal (or appeals) as above numbered and entitled. 

In testimony whereof, I hereunto set my hand and affix the seal of 
the United States Board of Tax Appeals,"at Washington, in the Dis¬ 
trict of Columbia, this 7th day of June 1939. 

[seal] B. D. Gamble, 

Clerk , United States Board of Tax Appeals. 

i 

173 United States Board of Tax Appeals 

Docket Nos. 79346 and 84517 


Commissioner of Internal Revenue, petitioner 

vs. 

Rector and Davidson, respondent 
Order enlarging time 


On motion of counsel for the petitioner, it is 
Ordered: That the time for preparation of the evidence and trans¬ 
mission and delivery of the record sur petition for review of the 
above-entitled proceeding in the United States Court of Appeals for 
the District of Columbia, be, and it is, hereby extended to May 26, 
1939. 

(Signed) C. R. Arundel, Member. 


Dated Washington. D. C., March 17. 1939. jd. 

Now, June 7th, 1939, the foregoing order enlarging time certified 
from the record as a true copy. 

B. D. Gamble, 

Clerk , U. S. Board of Tax Appeals. 


174 United States Board of Tax Appeals 

Docket Nos. 79346 and 84517 


Commissioner of Internal Revenue, petitioner 

vs. 

Rector and Davidson, respondent 


Order enlarging time 

On motion of counsel for the petitioner, it is 

Ordered: That the time for preparation of the evidence and trans¬ 
mission and delivery of the record sur petition for review of the 
above-entitled proceeding in the United States Court of Appeals for 
the District of Columbia, be, and it is, hereby extended to June 26, 
1939. 

(Signed) C. R. Arundel, Member. 

Dated Washington, D. C., May 18,1939. jd. 
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Now, June 7th, 1939, the foregoing order enlarging time certified 
from the record as a true copy. 

B. D. Gamble, 

Clerk , XJ. S. Board of Tax Appeals. 
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